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THE CHATRMAN: Yes, Mr. Brazier. 


MR. BRAZIER: Mr. Chairman, and gentlemen of the 


Commission: The Honourable Mr. Wismer, Attorney General 
of British Columbia, is here this morning to represent the 
Government of British Columbia. He wishes to make a few 
remarks. 

THE CHAIRMAN: Yes, Mr. Wismer. 

THE HONOURABLE MR. WISMER: On behalf of the 
overnment and people of British Columbia may I extend to 
you a very cordial welcome to. our province. We trust that 

your visit will be a pleasant one, 

My Government, in concert with those of the other 
Western, and the Maritime Provinces, strongly urged the 
Government of Canada to ,set up a Royal Commission for the 
purpose of studying the many problems relating to trans- 
portation existing throughout this Dominion. We are 
gratified that the Dominion Government has seen fi:t to do 
so, and in particular that they have chosen such outstanding 
men to verform this very difficult and extremely important 
task. 

We have every confidence that under the able chairman- 
ship of such. a distinguished jurist and public servant as 
yourself, Mr. Chairman, and with the assistance of two of 
Canada's most outstanding economists, the Commission will 
conduct a most searching examination of transportation 
problems and will make recommendations which, when implemented 
will be to the general good of all citizens of this Dominion. 

We may be pardoned if we express a special feeling of 
satisfaction and pride that Professor Angus, of our own 


University of British Columbia, is a member of this important 
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tribunal. 

British Columbia also extends a hearty welcome to 
the various officers and technical assistants attached 
to the Commission, as well as the Counsel and 
representatives of the other provinces and the railways. 

For many years we in British Columbia felt that the 
so-called mountain differential was a most unreasonable 
and unjust discrimination against this province, and our 
complaint in this regard has been before the Board of 
Transport Commissioners of Canada and previously the Board 
of Reilway Commissioners of Canada on many occasions. 

We are most gratified that the Board of Transport 
Commissioners for Canada has in our final application 
Supported our submissions in this eonnection, and has 
assed an Order that on July Ist next the mountain 
differential is to be entirely removed. At long last 
British Columbia will have some measure of equality in 
transportation costs with the other provinces of C:nada. 

Although it has been our opinion that the mountain 
differential has been the main difficulty in arriving at 
equality of freight rates in Canada it is the opinion of 
my government that the time has come when the many other 
problems associated with transportation should be studied 
end changes made to ensure the great era of development to 
which we feel Canada can look forward in the coming 
years. 

The last Commission to deal with the subject of 
transportation was that which functioned under the chairman- 
Ship of Sir Lyman Duff. The findings of this Commission in 


so far as they were implemented by the Government of Canada 
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had very important effects on our transportation problem. 
The Rowell-Sirois Commission, 6is0.,mineidental tonits 
general problems, made certain studies in reference to 
transportation. 

Wepare ,of+the firm -opiniony however, that there has 
been a sufficient change in the economic development, in 
the political and social philosophy, and in the technology 
of transportation, to justify amply a complete review of 
the whole field of transportation. 

In support of the foregoing we would mention the 
greatly increased tempo of activity, of which we are 
particularly conscious in this province, the growth of 
industrialization, the increasing importance of Government 
in our economic life, and the rapid development of the motor 
carrier and the airplane as a means of transportation. 

Without attempting to enter into a discussion of the 
many questions which will come before you, it appears, to me 
that the basic problem is essentially of tworpartss, Firet, 
how to provide adequate transportation by the various means 
we have available at the present time at a minimum total Cost; 
and secondly, how to apportion the cost among the various 
users of this transportation service in the most equitable 
manner. It is probably too much to expect a perfect solution 
to either of these problems; nevertheless it is my firm 
conviction that improvement is well within the realm of 
possibility and that this Commission . can and will point 
the way. 

As I understand it, your instructions are to consider 
the disadvantages in the terms of transportation of the 


various regions, localities and industries, but always in the 
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light of the National welfare. Let me Say for my Government 
that while we are most certainly mindful of the good of 

the people and industries of this province we are not 
indifferent to the problems of the nation as a whole. In 
Our approach to the Dominion-Provincial Conferences we have 
endeavored to avoid a parochial point of view, and in like 
manner we approach the problems associated with transporta- 
tion. British Columbians do not ask for Special favours. 
At the same time, however, we strenuously object to unfair 
and discriminatory treatment. 

In closing, I again bid you welcome and wish VO Une Vere, 
success in the very difficult task that lies ahead, 

THE CHAIRMAN: Mr. Attorney-General, I know that I 
can speak for my colleagues and myself, and for all those who 
have accompanied us, when I Say to you thank you for your very 
kind words of welcome and for the accompanying acts you have 
Shown in supplying us with this very fine room in which our 
Sittings are held, as well as for the very fine office 
accommodation, to enable us to carry on our work here with a 
great degree of comfort. 

I have listened very carefully to your presentation of 
the problem as you see it. The - scope.of our Commission is 
so very wide that, of course, you have mentioned nothing which 
does not come within the purview of our inquiry. 

We are asked to inquire into and report upon all 
questions of economic policy, within the jurisdiction of 
Parliament, arising out of the operation and maintenance of 
national transportation. That is a very wide mandate. 

Mr. Attorney-General, I am glad to see that you look 


at the problem from a broad point of view and that your 
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interest is focussed not only upon your own province but 
upon the Dominion as a whole. That is the Scope of our 
engwary. Lt 16 not ‘at ali an easy one and although we 
realize the great difficulties that lie before Us, Lelia nes 
like the setting up of a new railway system in a new 
country, because we are walking on very well trodden ground , 
as you yourself just pointed out; and we hope to achieve 
something which will ameliorate the situation. We thank you 
for your co-operation. 


MR. COVERT: Mr. Chairman, the first submission 


will be that of the Province of British Columbia. Mr. Brazier? 


MR. BRAZIER: Mr. Chairman, I would just indicate 
briefly to the Commission our intentions for the hearings 
in Victoria. We shall first hear the provincial brief which 
has been filed with the Commission. This brief will be read 
by Mr. J. E. Brown, who is the Assistant Director of the 
Bureau of Economics and Statistics of the Province of British 
Columbia. J also propose to call before you Dr. Carothers, 
who is the Chairman of the Public Utilities Commission of 
this province, together with two members of his staff. 
There has been nowritten brief prepared with respect 
to the evidence of the members of the Public Utilities 
Commission, but I bring them before the Commission in order 
to give this Commission whatever assistance we can offer 
in determining the operation and control of motor trucking 
in the province of British Columbia. ‘They will be only too 
anxious to supply the Commission with any information which 
you may desire to have on that ratherimportant field of 
transportation. 
With your permission, Mr. Chairman, I shall now call 


upon Mr. Brown. 
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Ue. Ea BROWN. called 


Mi. DRAgen: OO. What ts Your position witn che 
Provincial Government, Mr. Brown? 

A. I am Assistant Director of the Bureau of Economics 
and Statistics. 

Q. Would you now be good enough to read the brief 
which you have prepared. 

A. Mr. Chairman and Commissioners: The Government 
of British Columbia desires to place before the Commission 
eertain information and to express some views regarding 
the present distribution of the transportation burden and 
other related matters to the end that the Commission may be 
aided in its investigation and be the more able to recommend 
measures which will be to the general welfare of Canada. 

An outline of this Siontegion was forwarded to the 
Commission under the date of April 29, 1949. It is here 
proposed to repeat much of the argument appearing in that 
outline and in addition to incorporate the supporting 
material. It is felt that this procedure will provide a more 
integrated report than would be achieved if the statistical 
material were to be added merely as an appendix. 

It is further proposed to confine our attention at this 
time to the subject matter outlined in paragraphs 2 (a) and 
(b) of the Commission's terms of reference as set out under 
Order-in-Council P.C. 6033 dated the 29th of December, 1948. 
This Government therefore respectfully requests that it be 
permitted to make such further amplifications of these topics 
aS may be deemed necessary and to make representations 
relating to some or all of the remaining matters at any or 


all of the public hearings of the Commission which may be 
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held after this date. 

A number of firms, industries and other organized 
groups from this province will be presenting briefs to the 
Commission in which they will seek to demonstrate the effect 
of transportation upon their industries and their 
unfavourable position, relative to their competitors, 
under the present freight rate structure. The Government 
of this province will, therefore, confine itself to a 
consideration of the overall situation. 

The effects of a particular set of transportation costs 
upon a firm or localized industry can be fairly readily 
ascertained by reference to the cost-price relationships 
under which they seek to operate. It does not appear 
possible, however, to extend this type of analysis to cover 
all the diverse activities carried on in a large region, 
Such as the province of British Columbia, without becoming 
involved in a great mass of detail as well as encountering 
numerous and perplexing problems of a statistical and 
analytical nature. Recourse has therefore been made to a 
much more generalized approach. In particular, this brief 
attempts to deal with the following topics as they relate 
to the overall problem: 

The trading characteristics of this region. 


The overall burden of transportation. 


) 
) 

c) The distribution of transportation between agencies. 
) The present methods of pricing rail transportation. 
) Alternative methods of pricing transportation. 

) Proposals recommended. 


Some appreciation of the transportation requirements of 


the Pacific Region can be gained from a knowledge of its 
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trading characteristics. While statistics covering inter- 
provincial trade are practically non-existent the main 
outline of this trade can be pieced together from an 
examination of the available statistics. 

Table 1 shows the revenue freight, in tons, loaded and 
unloaded at stations in British Columbia by Canadian Railways 
for the year 1947. In is songeas that the excess of 
freight loaded over freight unloaded in any year must 
represent a net export from the province of Chae particular 
commodity while the reverse situation must represent a net 
import. That doesn't necessarily mean that they are the 
same. There might be more going out and more coming in; 
but the excess must represent the net, one way or another. 
There might be gross shipments. It doesn't necessarily mean 
that there are no gross shiipments of the commodities. It 
Weta Deween from Table J* that for only three of the sixteen 
Categories of agricultural products listed, namely apples, 
potatoes and other fresh vegetables was there a net export 
by Pall, if you will refer to Table 1, which is over 
the page, you will see to what I refer. These commodity 
groups are those listed by the Dominion Bureau of Statistics. 

They are broad classifications. In column 9 you have "net 
import of wheat". That is the difference between the amount 
not loaded at stations in British Columbia and the amount 

toagen ab Stations in British Coltmbig: 

The third one is broken up into two parts, column 6, 
unloaded at stations in British Columbia, and column 7, that 
which is delivered to foreign connections through - I presume - 
waybills of some type. And those two, together, make the 


total amount. Column 7 represents that part which makes 
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only a temporary stop to pass on to another railway by a 
foreign connection. Likewise among the fourteen classes of 
animal and animal products net exports were confined to 

eggs, wool, hides and leather and other animal products 
(non-edible). Tracing the freight movements further it will 
De seen that, for mine products, there was a net Sxpory,. ior 
coke, copper and other ore concentrates and various forms of 
refined non-ferrous metals. In all classes of forest 
products there was a heavy export movement. Table 1 is in two 
parts; the second page is where you have forest products over 
two million tons under export of various Ltems.t4oster 51, 
Among the manufacturing and miscellaneous groups of commodities 
the important net export items were Sugar, lime and plaster, 
fertilizers, newsprint paper, wood pulp, fish, and canned 
goods. They are major items which are on the Export, side, 
Starting in around items68, 69 and 72. The import side 
consisted of agricultural products and animal products with 
the few exceptions already mentioned, bituminous coal, salt, 
asphalt and other mine products and such additional products 
as a gasoline, petroleum oils, structural iron and steel, 
machinery and boilers, cement, automobiles and parts, house- 
hold goods, furniture, paper board and wall board and 
miscellaneous manufactured goods. If you trace those items, 
they appear in column 9. 

Table 2 presents the same data in a greatly condensed 
form in order to show the long term trend with respect to the 
rail shipments. The data is presented for the years 1928, 
1932, 1936, 1940 and 1947. You will have broken down, for the 
main groups, agriculture, mines, forests and miscellaneous. 
If you examine the percentage distribution in column 2, for 


the years 1928, 1932, 1936, 1940 and 1947, you will find a 
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remarkably uniform pattern. Three per cent agriculture; 
this is for goods loaded in stations in British Columbia, 
Again, in 1940, it was only 3 per cent. In 1947 it was 
6 per cent. But there is no very great difference over that 
period of years, one year to the next. The pattern has been 
fairly consistent throughout that period. . And 7 ethink the 
Same can be said for the unloaded. It will be seen that the 
general pattern has remained remarkably steady for this long 
period. In 1932 exports of agricultural products by rail 
exceeded imports as a result of a small inward movement of 
wheat while in 1947 large imports of bituminous coal 
altered the pattern for mineral products. That accounted for 
that slight variation. An examination of particular 
commodities over this period indicates only three changes of 
any significance. Unfortunately, the data is so bulky that I 
could not include it. But if you trace each 6f the 
commodities you will find coal, petroleum products and salt 
ere the significant ones. in theetiret case the produc cic 
in British Columbia has dropped off to some extent due to the 
depletion of the mines on Vancouver Island resulting in 
increased imports from Alberta while in the remaining two 
cases a portion of the imports by water, of salt and petroleum 
products formerly moved from the British Columbia coast inland 
to Alberta. In recent years however, the Pratrie provinces 
have attained the position where they have a surplus of these 
commodities and we now have the movement reversed. 

Tables 3 and 3A show the cargoes by commodity and weight 
loaded and unloaded at Pacific Coast ports to and from foreign 
countries for the year 1947. Without referring to each of 


these commodities in particular it will be seen that there 
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is a general similarity to those listed ho apie i. “ine 
most outstanding differences are the large volume of 
petroleum and petroleum products inbound from foreign 
countries as well as a fairly big tonnage of Sugar and the 
large quantity of wheat and other cereals, outbound, 
representing, obviously, through Shipments from the Prairie 
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Further clues to the trading characteristics 
of this region can be gained from an examination of the 
distribution of employment among the various divisions 
of economic’ activity. Table 4 shows © distribution of 
employment for four selected provinces and for Cenada for 
they years) 192151931, Poke. The provinces chosen were 
considered to be fairly representative of their par- 
ticular’ region. ith wile beamo ted) first of alli that 
over the twenty-year period covered by the statistics there 
has been no marked change in the employment pattern of 
these regions although, in each case there has been a 
progressive shift from agriculture to manufacturing end 
the services. 

Iif-iyow Wwishito Lookatitable 4, arm Nove Sctea 
Scotia, for example, egriculture wes 26% of the employ- 
ment “in )9O2)r, and it dropped to 24% in 1931 and to 19% 
rg opt tel Ran The same trend is evident in British Columbia: 
15%, 14%, 13% -- a gradual shift from agriculture to 
manufacturing. Manufacturing in British Columbia 
increased from 11%, it was about the same or a little 
Aigner intho31y and “by 1lO4el ate was 15%. If you compare 
British Columbia with the Canadian or national average, 
we are very’much lower in agriculture, considerably 
higher in fishing and logging, about the same in 
manufacturing, and a little higher in the trades and 
services. 

Considering the particular break-down of 
employment, it will be seen that agriculture is of 
relatively less importance in British Columbie than 
in Canada as a whole or in the other provinces selected 


for purposes of comparison. It will be seenalso that 
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fishing, logging 2nd mining is of much greater importance 
in British Columbie then for Canada as a whole while in 
manufacturing British Columbia now follows closely the 
national average but in this respect is considerably below 
Ontario. When we turn to consider the distribution of 
employment (Table 5) among the manufacturing industries 
certain other provincial differences show Up yery cleariy. 
Unfortunately in this instance the statistics apply to 
the year 1946 and therefore still reflect some of the 
distortions created by the war. Nevertheless it will 
be seen that in British Columbia almost 50% of the em- 
ployment in manufacturing was engaged in the wood-using 
industries in contrast to only about 17% in the same 
group for the province of Ontario. Comparing further 
our distribution of employment with that of Ontario and 
Quebec, where we have just over 2% engaged in textile and 
textile products Ontario has 122% and Muebec 25%, and 
Similarly in the use of non-ferrous metals we employ 
approximately 5% to nearly 11% in Ontario and 7% in 
Quebec. Probably sufficient material has now been 
reviewed to arrive at a fairly definite conclusion 
regarding the troding characteristics of this area. 
Roughly, the following pattern is discernible. 
British Columbia depends for much of its cereal foods, as 
well as for meat, butter, and cheese, upon other parts of 
Canada - principally the Prairies. From the same source, 
also, comes much of the poultry and livestock feed. 
This Province also looks to other sections of Canada, 
chiefly the central Provinces, for iron and steel, 
motor cars, household appliances, machinery and textiles. 


In turn the Pacific region supplies the other regions of 
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Canada, as well as the United States, with such products 
as apples, fish, fertilizers, lumber, newsprint anda 
refined metals. 

The character of the offshore trade is not 
dissimilar to the overland trade except in one or two 
instances. Outbound in addition to the commodities 
already mentioned, there is a fairly large volume of 
wheat and flour which obviously originated in the 
Prairie region. Inbound there are such things as 
petroleum and petroleum products, sugar, tea, copra, etc. 

I have included here some data dealing with the 
volume of traffic, the tonnage moved, in order to give 
you some impression of the relative dimensions of the 
Various agencies, in relation to other parts of Cansda. 

During the year 1947 the amount of freight 
loaded and unloaded at British Columbia railway stations 
amounted to 9,904,060 and 10,915,232 tons respectively. 
The total tonnage transported by rail, however, within 
the province must have been something less than the sum of 
these two figures since a part of the movement, no doubt 
Originated and terminated entirely within the provincial 
borders . 

Therefore you can see it entails a certain 
amount of double counting. 

In the case of ocean-going shipping however, 
we can conclude that the total amount, both incoming and 
outgoing, amounted to approximately 7,000,000 tons. Of 
the strictly export movement roughly 4.9 million tons 
moved to market by water and 2t least 3.6 million tons 
(sum of column 8, Table 1) by rail. To this latter 


amount however, should be added an unknown part of the 
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freight delivered to foreign connections ag Riven in 
eolumm f2of Taber. 

It is difficult to know just how much of that 
Should be added, but © part of that would be through 
Shipments and part would be material originating locally. 

In addition to the foregoing tonnage of freight 
there was a considerable volume of local traffic carried 
by coastal shipping and by motor carriers for which there 
are no available records. 

So we only have a partial picture of the total 
amount of freight moved within and to and from the 
Dprevince. 

Having in mind the foregoing picture certain 
conclusions appear reasonably well founded. Hirst, most 
if not all of: the(trafftic is @.eated by geographic 
necessity and represents a regional division of labour 
based upon natural advantages. inerefore, only under 
the most urgent necessity could this trading pattern be 
changed and then only at a decided loss to the regions 
In other words, the people of this Province have little 
chance, certainly in the foreseeable future, of es caping 
from the present trading arrangements and whatever costs 
they may entail. second, the Province is rather un- 
-avourably located geographically, having regard to the 
pattern of trade which it must follow. Most of the basic 
foods and much of the manufactured goods must be brought 
in from a distance. Likewise, the markets for the 
exportable surpluses are all at a considerable distance 
of which probably one+thalf are world markets subject to 
the full force of international competition. To some 


degree the disadvant2ge of the long rail haul from Eastern 
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Canada is mitigated by a cheaper water route, but to 
what extent is largely a matter of opinion. 

Turning now to a consideration of the overall 
burden of transportation costs some measure of its 
relative importance can be gained from a regional com- 
parison of the percentage of total effort, measured in 
employment, which must be devoted to this one aspect, of 
the economy. Table 6 gives the distribution of the 
gainfully occupied by provinces in the transportation 
industry for the year 1941. The use of data obtained 
at the last census provides one with information which 
has been collected on a reasonably comparable basis for 
each of the Provinces and also in considerable detail. 
The use of this material however, introduces a con- 
Siderable time lag and the data is so organized that 
there is little possibility of measuring even crudely 
the emount of labour engaged in the private sector 
of transportation. Moreover. it is necessary to dis- 
tinguish between effort directed solely towards satisfying 
the transportation needs of a specific region and that 
which is undertaken on behalf of other regions. Sub ject 
to the foregoing limitations it will be seen from Table 6 
that in four provinces (British Columbia, Manitoba, New 
Brunswick and Nove Scotia) over 7% of the gainfully 
occupied in 1941 were engaged in some form of transporta- 
tion compared to a national average of 5.37%. 

Unfortunately, the table should probably have 
included the national break-down or the sums. That 
is from Table 6. You are also given there the per- 
centage of railway employment to total employment; 


British Columbia is 2.92, Alberta 3.34, Saskatchewan 3.22, 
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and so on. The lowest one is Prince Edward island, 1.54. 
Then we have trucking employment to railway employment: 
the highest is Quebec, with 49.6, and the lowest is 

New Brunswick, with 22.7. Then you have total trucking, 
rail and water employment -- that leaves out air trans- 
portation and electric railway -- 6.04 for British 
Columbia and 4.15 for Ontario. 

Moreover, it seems hardly Open to question to 
state that British Columbia enjoys less through traffic 
than Manitoba and may possibly have a smaller volume of 
Such traffic than either New Brunswick or Nove Scotia. 

One may therefore conclude with some degree of assurance 
that internal transportation represents a proportionately 
larger element of cost for this region tham for most of 
the other areas of Canada (Newfoundland excepted). 

In this instance we are referring to the total 
coStein relation to the operation of the economy . A 
greater fraction of our total effort must be devoted to 
transportation in British Columbia than in most of the 
other provinces. 

One may assume that part of this extra burden 
is due to the rugged terrain and part to the wide dis- 
persionof our resources. British Columbia is the third 
largest Province in terms of physical area in the Dominion. 
While much of this vast area is mountainous or otherwise 
unsuitable for settlement the Province still has a very 
widely dispersed population. some impression of the 
extent of this dispersion can be gained from the 


following statistics: 
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Population Approximate dis- 
(1948 esti- tance from Van- 
Area mates) couver (miles) _ 
Vancouver and Lower Mainland 622,000 Ly ae 
Lower and Middle Vancouver 
Island Ler, O00 70 
Okanagan and Thompson River 104 ,000 300 
West Kootenay 59,000 500 
East Kootenay 22,500 650 
Prince: Rupert 25,000 500 
Prince George 27 7500 (00 
Peace River ee SOO Lwg250 
Upper Vancouver Island and 
Adjoining Mainland EAS O1@, 300 
Other EL O8/o - - 
1,082,000 


We have broken the province down into more or 
less homogeneous areas in terms of where people live. 
There is Vancouver and Lower Mainland, 600,000. Then 
there is lower and middle Vancouver Island, about 187,000; 
they are approximately 70 miles from Vancouver, if you 
want to picture Vancouver as the centre of the trading 
part of the province. Then there is Okanagan and 
Thompson River valley, 100,000; they are about 300 miles. 
These miles are not necessarily as the crow flies; they 
are approximately the shortest route that can be taken 
other than by plane, either road or rail. West Kootenay, 
59,000, about 500 miles. East Kootenay, 22,500, 
about 650 miles. Prince Rupert, 25,000, about 500 
miles. Prince George, 27,000, about 700 miles. Peace 
River is around 11,000, and at the present time it ts 


about 1,250 miles by the method you would have to travel 


normally. 
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MR. BRAZIER: Q. What way is that method: 

A. That would be to Edmonton and up, the only way 
you could make that trip other than by plane. Upper 
Vancouver Island and adjoining mainland, 300 miles, and 
then there are scattered groups throughout the province, 
which we just tossed in -- 2,000 people -- without 
Specifying where they live. 

The location of the natural resources h2s made this 
dispersion inevitable as the development of the Province 
has taken place. Mining deposits have been, and no 
doubt will continue to be uncovered at widely scattered 
points and generally in mountainous regions. Dest rics 
Suitable for fruit growing and cattle raising are fairly 
remote from their chief markets 2nd from their source of 
Supplies, while the forest resources cover a very ex- 
tensive area and involve much labour in moving the timber 
out to centres of manufacture and distribution. While 
the future growth of the Province may not ceuse a pro- 
portionate increase in the degree of dispersion it is 
difficult to forsee any conditions which would prevent an 
absolute increase in the population of the Province's 
hinterland. 


i would hate to, forecast how the population might 


Re~distr buted, but I can hardly imagine that they will 
not continue to expand in the interior. I won't say 
that the distribution would be altered one way or the 
other. 

Thus it seems very evident that geography 
and to some extent topography causes the burden of 


transportation costs to rest, if not more heavily, 


pe Ge uit, i ate sy 
stein part Aint, sal 


Ree 


eelim GE. 


gee 
TOO DIONES 
Het cass aE 


a rae Se ee 
(PAIS a Pe 


a om i ante +p pe << ao. . ks 
sears. ol Pai cere 


a ts > ra] Ws . 3 
Sen J- ne eS ag 


vitae bi ave % 
ye as 4 
& Se i 2 ha | . ‘ 
4 i wu 
1 A pil: ' 
Aan 4 
; * — n 
Sows. ‘ 
® Lat ia it 
a 2238 4, YES 
vr Pe sure 
en ak ts ’ pa 
a 4 * * a ay 
2 2 roe a 
ad C ! Pia sey. i 
“* ¥ ¥ & 
= Pe . ; %, ao > . 
¥# Srey. 5 Fas ee POR EA 
: re Mi = 
; <3 1 ra 


, pits es * 
- * at 
Fi 
he > wih : $s 2 
it 
. & 
: 
; \ id i 


2 


* -. Sp ota ty. 
. v ~ eR ae ‘ya ay || 
Pas Y qa a. 4 ts 


v 0 se & 5 
TIA Beg a 


« 


4 Ree as 


fot Moa. ITS 


- i . “seca a 1 
c P hare. # y PAE y ‘ 4 _ ff uf 


+e 


Oe. wot ene 
ue vis, shies 4 4 up.s Tet 
soy tie adehoodr 


ar fwterth 


i) 


c bivnow ao baud ft tail 


“92 evtt . 


ahd Heese god OF tnd oo) 


} Stbot fos 


iy 


t sty Ogun; f 
- 


) 
- 


-~ 252) = Mr. Brovn 


certainly as heavy, upon this region as upon any other 
area of Canada. 

Another point which has considerable Significance 
in relation to transportation services is the extent to 
which alternative agencies can be effectively employed. 
Eech agency is adapted to the carriage of particular 
commodities so thet when a region can enjoy the services 
of all forms of transportation iv stands to reap the 
benefits stemming from the most economic use of each. 
an Gnis respect) British Columbia: 16 also at some disad- 
vantage when compared to certain other regions of Canada. 
it is’ true’ that in eddinien to rail and road there is 
also present @ fairly extensive system of coastal shipping. 
While in no way trying to minimize the advantages of 
this important segment of the transportation system it 
must not be overlooked that on the Pacific Coast, water 
transportation largely complements rail and road rather 
than supplementing them as in central Canada. Hence 
there are no economies resulting from 2 division of 
er rorus As between road and rail, while the growth of 
trucking in this Province has been by no means insignifi- 
cant in recent years, the rugged terrain has continued 
to impose severe limitations on the use of motor carriers. 
Moreover, such highways as can be provided can only be 
constructed at a very high capital outlay, an extra cost 
which must be borne either by the taxpayer or the shipper 
or both. Reference to Table 6 indicates that motor 
carriers are not used as extensively in this region as 
for example in Central Canada. It will be noted that 
whereas cart2ge and trucking employment represented 32% 


of the employment in steam railways in British Columbia, 
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the corresponding relationship in Ontario and Quebec was 
39% and 50% respectively, Presumably if circumstances 
permitted it would be just as advantageous to use road 
transportation to an equal degree here. 

The preceding paragraphs have attempted to give 
a short description of the geographic position of 
British Columbia in relation to its present transportation 
Services and the economic disadantages associated there- 
with. f£ very different problem 2rises when dealing with 
the rrovince's position in relation to the present Peers 
rete structure. it 18 proposed to consider this phase 
of the question in the succeeding paragraphs. 

I may say thateat the present time our railways 
are the only type of transportation service which 
exempiii ies this particular characteristicy and thet is 
why they happen to be used es the example. 

Railways have e monopoly on much of the 
transportation in Canada except at certain points and in 
certain areas. The convergence of two railways av some 
Poin, Or the presence of road, canal or other form of 
water transportation introduces an element of competition 
BG tnese points of convergence or in the regions where 
these alternative methods of transportation exist. 

Since the railways have a monopoly in transportation, 
with the exceptions already noted, they are able to break 
up their market into sections and to charge different 
rates in these different sections for essentially the 
Same service. As 2 consequence of this practice those 
areas which enjoy conditions of competition usually 
obtein much lower freight rates than do those 2reas which 


are not so favourably placed. 
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This discriminatory practice hes been justified, 
however, on the basis of the peculiar cost relations 
that are supposed to be inherent in rrilroad joperation. 
The argument runs somewhat as follows: Railroading .is 
the type of industry in which the fixed or overhead costs 
ere Very larze in proportion to the total cost, For 
example, Professor W. T. Jackman in his book “The 
Beonomic Principles of espera sis (Page 101) 
points out "that about 55% of the operating expenses 
are constant and go on despite the changes in the amount 
Of ‘Uratric carried.” Further on he states (page 102) 
"we have dealt at some length with the sub-division of 
expenses because it is at the foundation of the making 
of rates. It is one of the most fundamental points in 
both the theory and practice of rate making .. .". Le 
follows quite logically from this enunciation of the cost 
characteristics of railroading that traffic which 
contributes a portion, no matter how small, to overhead 
costs, reduces by that amount the overhead costs which 
must be borne by the remaining traffic. Hence, 
traffic which cannot obtain or enjoy low competitive 
rates is consoled in the knowledge that if the other 
regions did not have these low rates their own would be 
Still higher. The working out of this theory has resulted, 
for example, in British Columbia paying higher rates than 
Ontario for nearly all traffic. Pur vnermore, ii Cais 
hypothesis is accepted as valid there appears to be 
little grounds for any serious objection to the present 
Situation. 

There has been surprisingly little criticism of 


this theory of rate making although there has been frequent 


* University of Toronto Press, Toronto, Ont. 1935. 
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complaint about the resulting rates. Not all students 

of railway costs, however, are convinced that the cost 
relationship is actually what it is customarily described 
Lo pe heuer Picrenccsofeopinion. about the portion. of 
total operating costs which must be treated as constant 
SPLSBSCeG yan Pare, ,OUt ofea difference in viewpoint. between 
engineers, and management rand in part on a mistaken identity 
of sherk for tong run-costs. Engineers tend to set up 
standards of maintenance which have little or no relation- 
Ship to the amount of usage. Management on the other 
hand tends to adopt a more realistic attitude making 

costs of rendering a service conform to the revenues 
received for the service. In other words, while the 
acceptance of engineering standards of maintenance would 
piace 2 Jarge portion of operating costs in the fixed or 
Constant category, in actual practice the railways do 


make their costs vary almost completely with the volume 


of business. Furthermore, this policy can be traced 
over a long period of time -- too long a period to permit 
the praccice to be treated as a2 temporary expedient. In 


FAdIGION, mMuen of this belier in the theory of high 
constant costs has been supported by too close an atten- 
tion to the month to month operating results and a neglect 
to examine the long run results. 
In support of this unorthodox position reference 
is mede to the works of two prominent economists and to 
an unpublished study undertaken in another instance by 
the Provincial Bureau of Economics and Statistics. 
Professor J. M. Clark in his book entitled 
"Studies in the Economics of Overhead Costs"(2) deals 


ra) 


at some length with operating costs of railroads. Three 


(2) University of Chicago Press, Chicago, Illinois, 1923. 
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references will be quoted here as they bear directly upon 
the subject under discussion. On page 258 lrofessor 
Clark makes the following observation: 
"The usual method of describing the behaviour of 
railroad expenses is exemplified by Ripley's formula, 
which says that about half the operating expenses 
are constant and half variable while taxes and 
return on investment are regarded as wholly con- 
stant. Since these last two items absorbed, at 
the time of which Ripley wrote, about one-third of 
every dollar earned, the upshot was that two-thirds 
of railroads' costs were counted as constant 
and one-third variable. 


Combined. with this, however, goes a clear 


Pecos tion of che fact. that the ‘constant costs: 
Sew WL CNe Browvl Of Crari ic. Ripley shows that 
they have grown, over 3 term of years, substantially 
a8 Laep, eS variable costs. indeed,. this is impiied 
in his very assertion that constant costs remain 
persistently about two-thirds of the whole. They 
could not do this unless they increased substantially 
as fast as ‘variable costs'." 
Further on, after a fairly lengthy discussion of the 
relationship. between costs per gross ton mile and density 
of traffic he states: (page 269-270) 
"ere is 2 statistical hint of what a rond may 
expect as traffic grows and its plant and organiza- 
tion grow with it. Tt tells a very cifferent 
story from the formula which says that half the 
operating expenses are constant, yet it shows the 


whole outlay varying as if 2 part of it -- one-fifth 
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to. “one=tbenth or Jdess -— were independent of traffic. 
tf therweme method of mtudy.were extended to cover 
interest on investment and perhaps taxes, it would 
bewhound cnatathey also vary with traffic, but not 
SoOnedi rectly. 2s operating expenses. The constant 
element is ..arger.then for operating expenses, and 
the variable element smaller. However, under 
present conditions of terminal congestion and high 
cests. of treal.estate for, terminel uses, it. seems 
probable that the reads have reached a point at which 
4nvestment inereases fully as.fast as traffic, 
wherever large cities have to be entered. ies 
not possible to sequre accurate evidence on invest- 
ment, 28 it is in the case of operating expenses." 
In subsequent pages Professor Clark deols with 
the relationship between costs and drily flo CugG Ons, 2n 
traffic and between costs and seasonal variations. In 
connection with this latter he makes this Sstacement: 
(page 274) 
"Ns for the effect of this rhythm upon expenses, 
this constitutes 2 statistical problem of extreme 
difficulty; nevertheless the min results stand 
out clearly. Operating expenses vary with volume 
of traffic, ond vary just about half as much as 
traffic does. In other words, the figures bear 
out the generally accepted formula, showing that 
Ihalf the operating expenses are constant and half 
variable,' for these month-to-month fluctuations, 
put for no other type of movement." 
Turning to 2 study by Professor K. T. Healy 


published some seventeen years later than the foregoing, 
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entitled “The Economics of Transportation in America"(3), 
we find much the same conclusions based on a different set 
of data. Professor Healy discusses the major divisions 
of railway expenses and attempts to show that, in each 
Case, peneystiuctuate almostsas much as treffie. Refer- 
ence is made here to one or two of the points made by 
Professor Healy. 
I might mention in passing that Professor 
Healy at one time w2s with the New York, New Haven and 
Hartford Railway as a cost engineer. 
In dealing with Way and Structures Expenses he 
makes this observation: (page 179) 
"For example, the standard of track necessary for 
Sareuy, or economical use as nota matter of scientific 
ond precise determination. It is as much @ matter 
of what one has been accustomed to or has been trained 
GO expect, OF can@erford,<as it is a calculable 
amount ." 
Further on dealing with the same item of expense he 
said (page 181) 
"If we attempt to analyze maintenence-of -way 
expenses in terms of functional units we think first 
of such units as gross ton-miles or even car-miles, 
produced over @ given line of railroad. Any 
analysis in these terms raises the question of what 
effect density of traffic has on unit expenses.” 
In answer to the question he raised in the preceding 
quotation he concludes as follows: (page 181-182) 
It appears, then, that so far as Class 1 railroads 
are concerned, only at the very lightest densities 


—_—___. 


(3) Ronald Press Compeny, New York, 1940 
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of traffic can gross ton-miles or car-miles of 
trarfie be added without incurring almost the full 
average expense” per unit’. It should be noted, of 
course, thaty this applies to the average density of a 
railroad system, end not for any particular section 
Our beanch, onamain: Liner, The inference is, however, 
that even in the latter case the same relationship 
can besmode to hold except at’ the minimum densities. 
ihe, recenuly published @etasfor the. Southern, Pacific 
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Professor Healy later on refers to a study carried out 

by the Federal Coordinator in 1932 dealing with the attempt 
to relate total railroad operating expenses to traffic 
density. I may say he had some criticism of the study 

and he proposed an alternative. I quote his alternative, 
Professor Healy, however, puts forward a somewhat different 
method of attack, the major argument for which is given in 
the following quotation: (page 185-187) 

"It is not possible, however, to add the expenses 
of all services and analyze them in terms of consoli- 
dated units, such as freight and passenger car-miles 
or ton-and passenger-miles combined, in order to 
analyze variations in*over-all performance with 
changes in volume of business. Therefore, we must 
confine our efforts in this Airection to a Simple 
Study of the relation of total revenues to total 
expenses. This relation may be expressed as the cents 
of expenditure necessary to get a dollar of revenue or 
as the ratio of operating expenses to revenue, ordin- 
arily called the ‘operating ratio". If we view this 
ratio for the railroads of the country as a whole we 
find that it has not varied a great deal in spite of 
a very wide variation in the revenue. 

Beginning with 1923 down through 1929, there was 
a nearly continuous downward trend in the ‘operating 
ratio' without any marked increase in revenue. This 

trend was presumably due to gradually increasing 
efficiency of operation, because during this period 
there was neither an increase in revenue per unit nor 
a decrease in wage rates. With the sudden drop in 


volume of business, because of the depression, the 


; “y re, ° ‘: i ue is SITS & . Pya NPe fad v3 a yin 
so eee = 4 eet a bal i) Oe ten xb s rye: Mead bee Neda ah 
“ er wrt LOU eee Te 
fe aso a AOR & fe e: gt 4 Fann; V0 Bie eee on 
Se | basis Ja3o7 wie? 
rom tes ibs Oks, 5 


Pes eae re 


Ms ut 
v ha, 2 


Seen 
~ovow Si ‘ ‘aaa 
GORE Biya noo at oie 


fs " ; pe 
cea: Le \ 
tah re Tay 
d iva é " - . he 
Bee oe ps 
he te 
2a oss-t 
i. oe : G 
age 
tea Ee ect rena . 
F “. , Pe im 
mm =e i Ph a vie = iF u it ad : 
pe eat ~ ™ tai 
t « r * ‘ 4 
lw ‘ , 
Smet ty a! : ‘ : 
, 
7 ' i] 7 
at _ . 
Sal tapes! < igs a + 
ard eee ‘aan 
" ry ij y 
ee " Bare 
ce Rot tee ¥ 2 
fp 
{yh se “4 f f - 
2 oe ree 3 Tie 
, = 3 ‘ a J 
i 
i” he. - H 
aes : 
{ ; ar ¢ 
eect ene : 
< ’ 
: : ? / 
Sf Mi : oe, 8 
Badia. 2 : oeik 


‘ i & . 
7 oy Dn ty, ". 
v7 ee Mae ES bee , . 
rn 
ve ‘ 4 
ies = 
pos 2 
uJ 
r Lil 
Were A 
mit ‘ ; : % £uontigaes GieBer a 
. | “, T 


dt 7 i be aah 
Bt iM + é AY a) ie Meat ond fw older 
1 ac at : eae Ss sts 
% . Y . - r - < - . 
, -I ae | ev bala een > q > 
Sop SEO AUREEE TE i 


(se aditand 28 @ 
: coe set ict) Gs Xs 
¢ 


a 


Eee Mr. Brown 


"operating ratio" increased temporarily to a high 

of 77 per cent either because the railroads were 
unable suddenly to reduce expenses or were unaware of 
the need for a reduction sufficient to keep the ratio 
in line. By 1933, however, the ratio was brought 
back to a level which was as low as any year in the 
TUEOPs, excep the Tast two. Part of this sudden show 
Oieabl tty. to make expenses keep in line with revenue 
was due to a more rigorous management technique 
resulting in deferment of maintenance, and part was 
due to the decrease in price of materials and wage 
rates accompanying the marked drop in volume of 
business. As revenue. turned up after 1933 the oper- 
ating ratio increased rather than decreased for a two 
year period due to increasing price and wage levels 
and the making up of some deferred maintenance. By 
1936, the normal expectancy of a lowering ratio was 
forthcoming, but it was followed in 1937 by an upward 
rebound largely as a result of increased wages, the 
making up of more deferred maintenance and the sudden 
drop in volume which came in the latter part of the 
year. From this rather general analysis, it can be 
seen that there are many variables other than volume 
of business or density of traffic which affect the 
possibility of keeping expenses in general in line 
with changes in revenues. However, in spite of these 
extraneous elements, it is possible to see only a 
very small element of theoretically fixed expense in 
Over-all expenses. At the level of the late 1920's 
apparently only 7 per cent of costs were of the 


fixed variety and even at the average level of 
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Succeeding years the proportion was only 12 per cent," 


He arrived at those by making a scatter diagram, oper- 
ating revenues against operating costs, and deriving the 
constant factor "A", and relating that to his operating 
expenditures. 

Professor Healy concludes his discussion of the cost 
of transportation for railways, in part, as follows: 


(page 197-198) 


"The analyses further point to the fact that, 
under present conditions, costs are made to vary close- 
ly with the volume of traffic handled, except when 
especially light densities are involved. This means 
that average unit costs for carload traffic do not 
vary, aS much as might be expected, with differences 
in density of traffic. It follows that the bidding 
for competitive or additional traffic by quoting low 
carload rates based on variable costs may easily 
prove to be unprofitable because the cost of handling 
the added business is apt to be far more than an 
estimated 50 per cent ‘out-of-pocket! cost. In Lact, 
the additional cost in the long run may be almost the 
Same as the average over-all cost. This is particu- 
larly true when the traffic, which the railroad wishes 
to attract by low rates, is substantial in that it 
involves recovery from competitors which cover a wide 
territory as do trucks or which carry commodities 
furnishing a large proportion of the total traffic in 
particular channels, as do intercoastal steamships. 

All this does not imply the inapplicability, in 
its day, of the older theory, which stated that addi- 


tional traffic could be carried at little extra cost 
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because of the large elements of fixed items in cost, 
nor does it mean that that theory does not apply even 
now under certain conditions, The implicapion 43 
rather that under present conditions of maturity, 
most main line railroad facilities, and the operation 
thereon have had a chance to become closely adjusted 
to the density of traffic handled and the revenue 
derived therefrom, so that average unit costs tend to 
be nearly uniform over a wide range of densities 
and the costs of handling additional increments of 
business are not likely to be much below the average 
Coste. Furthermore, there are certain factors 
affecting cost which the older theory failed to recog- 
nize, possibly because of the lack of statistics to 
demonstrate them and possibly because they have only 
become controlling in recent years. These factors 
aCe. 1 St. the ability of management to vary stand- 
ards of physical facilities and service over a 
wide range to meet the needs of different densities; 
second, the general tendency for heavy density 
traffic to be in the more densely settled parts of 
the country with consequent higher costs and demands 
for higher standards; and third, the development of 
an ability on the part of management to keep expenses, 
even of the supposedly fixed type, in close relation 
to revenue, which is in general a measure of density." 
It might be contended that the foregoing authori- 
ties have considered only the situation existing in the 
United States of America. The study made by the Bureau 


of Economics and Statistics dealing with Canadian railway 
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operating costs however, tends to confirm the general con- 
clusions put forward by these two authors, 

This study was undertaken in an attempt to trace the 
changing costs of railway operations in relation to the 
changing level of prices, volume of traffic, and techno- 
logical improvements. The period under review was Pairly 
lengthy starting with the years 10es.0 | This period Aslichar- 
acterized by the absence of any major change in the stand- 
ard freight rates and by the inclusion of two periods of 
great economic activity, and one of depression. In order 
t eliminate the effect of changing price levels a Special 
price index was constructed which covers the major items 
purchased by the railways. This index takes into account 
changes in the price of fuel, salaries and wages, new 
Steel rails, and wooden cross ties, the costs of which 
represent over 80 per cent of the railways annual outlay 
for goods and services. The average of the prices for the 
years 1935-1939 inclusive was selected as a base. 

Perhaps we can refer to the tables. Taber 7? 1s for 
the Canadian Pacific Railway. Column 1 gives total oper - 
ating costs at current prices as appearing in the publi- 
cation for steam railways put out by the Dominion Bureau 
of Statistics, 

The price index was constructed by using the average 
costs for these various commodities as given in the same 
publication, and it was a weighted aggregate price, and 
the weights were the average quantities used throughout 
the period. Being a historical study it was possible to 
take them that way. We made a brief check of this index 


against the Dominion Bureau of Statistics wholesale index, 
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and they seemed to move along fairly closely. Column 3 
shows the deflated operating costs, or operating costs at 
constant prices for the C.P.R. for that period 1923 to 
1947. 

Table 8 is the same thing for the C.N.R., covering 
the same period. In chart 1 we fitted repression. lines to 
develop operating costs against total locomotive miles. 
We wanted a unit of imput, some measure of the amount of 
imput of work for the railways, and I suggest in the text 
that probably gross ton miles would have been better, but 
it was not available at the moment. Therefore we used 
total locomotive miles. What we have here essentially 
is that a locomotive mile represents the amount of work 
done, or effort done by all the people in the railway 
from the section hand up to the president. ‘That is 
essentially what it represents. We even go further in 
this instance to suggest that it also is a fairly good 
measure of the density of traffic, that is, the more 
locomotive miles you have the more traffic you must have 
had, and so on, and that it ties in very closely with 
that. 

I may as well continue that argument one step further 
by reference to chart No. 3 which follows page 14. I 
have taken locomotive miles as the unit of input, and if 
you relate that to | in this case, freight locomotive miles, 
we break down the total of the locomotive miles into 
freight locomotive miles and relate that to the output or 
Service rendered in terms of net ton miles. I will 
acknowledge the fact that in this net ton miles it is not 
just revenue net ton miles. It includes that amount used 


for the railways themselves. It is total net ton miles, 
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not just revenue net ton miles. You will notice there was 
a technological improvement. You can follow the cycle of 
years, if you are interested in that, and you start with 
1924, 1925, 1926 and 1927, and away up to 1928, and back 
to 1929, and then right down to the base at 1933 which 
was the low point. Then it starts back up again, 1933, 
1934, 1935, 1936 and 1937. In that particular group of 
years it departs from the earlier pattern and you have a 
new one set up. Then you have 1938, 1939, 1940, 1941, 
1942 and 1943. We just fitted a regression line to the 
years 1938 to 1947, 

I checked with a number of people in the railway 
business, and they informed me that there were quite a 
few technological changes during that period of years, 
1937, 1938, 1939, and through there. That accounts for 
the fact that for a given number of locomotive miles you 
are able to produce a greater number of net ton miles. 
That represents technological improvements. That is more 
or less confirmed, while we are still on the Subject, by 
chart 5, which is just two pages over. 

Chart Sis a ratio chart. It ie for ala® Canadien 
railways from 1923 to 1947. It is the total number of 
man hours, the total number of net ton miles, and the 
total number of passenger miles, You will find that up 
to about 1937 they moved pretty well in unison, but from 
1937 on, when net ton miles and passenger miles increased 
very rapidly, the number of man hours did not increase in 
the same manner any further. I think that supports the 
general idea that there was a considerable increase in 


the technology of railroading at that stage. Possibly 
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I can continue with the text. 

Tables 7 and 8 show the total operating expenses 
of the Canadian Pacific and Canadian National Railways for 
the years 1923-1947 inclusive as they appear in the 
Dominion Bureau of Statistics publication "Statistics of 
Steam Railways of Canada". In addition these two tables 
Show the index and the resulting deflated cost of Operation 
for the same period. It should be noted here that no 
attempt was made to adjust the operating expenses of the 
railways for any of the Subsidiary services so classed by 
the Dominion Bureau of Statistics. Uhere, 1s, acsnatd 
amount for grain elevators and a few such items which is 
included in operating expenses as listed in the break- 
down in this publication. I did not make any attempt to 
remove those, 

Having removed the effects of changing price 
levels total deflated operating costs were then related to 
a unit of work done by the railways. Probably the most 
satisfactory unit would have been gross-ton-miles but as 
this measure was not available for passenger service, it 
was decided to use the locomotive-mile as the best alter- 
native. Charts 1 ana 2, and tables 9, 9A and 10 show the 
relationship that has existed between deflated operating 
costs and total locomotive-miles by years for the period 
1924 to 1947 inclusive for the two railways. The point 
that we wish to make is that when the disturbing element 
of a changing price level is removed there is a remark- 
ably close correlation between the amount of work done in 
a given year and the expenses involved in doing that 
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Two observations follow:-- First it does not seem 
reasonable to suppose that any portion of the normal main- 
tenance expenses which might have been shifted from bad 
to good times throughout such a lengthy period would have 
been of sufficient dimensions to materially alter the 
foregoing relationship of cost and input. Secondly, the 
relationship is fairly adequately described h- a straight 
line equation of the general formula Y = A f Bits TE as 
clear from this formula that as BX varies the relationship 
between A and BX cannot remain constant. One can only 
conclude therefore, that in the year to year results oper- 
ating costs tend to fluctuate in close harmony with the 
amount of work done, and hae any so-called constant 
element is of a relatively minor importance, 

Improved rolling stock, more powerful locomotives, 
faster train schedules and better road beds have all con- 
tributed to a greater output of services for a given input 
of work. This can be seen fairly clearly in the material 
presented in charts 3, 4 and 5 and in tables Lis 12..and 
13. These latter however reflect not the results of a 
change in the density of traffic but the improvements 
resulting from technological advances. We can only con- 
clude that generally speaking operating costs of the 
railways vary almost directly with traffic when other 
factors such as technological improvements and changes 
in the price level are excluded, 

If the present pricing is accepted as valid, it 
appears to create two dilemmas. First, there is produced 
a series of regional differences in rates which can hardly 
be considered anytming else but discriminatory. Further- 


more, there seems mo basis for rectifying this 
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discrimination short of the introduction of some sort of 
Federal subsidy in favour of the injured region. Such 
Subsidies, however, open the door to considerable regional 
pressure, inter-regional bad feeling and may at the same 
time result in distorting the economic development of 
the country, Secondly, there is the problem of deter- 
mining the most economic means of transportation among 
the four or five agencies that now exist. For example, 
on a basis of average costs, it may be more economical to 
move certain traffic by truck than by railroad, but 
because of the extensive area served by the railways 
they may be prepared to move this bit of freight at 
considerably less than average cost, knowing that what 
they lose here they may make up somewhere else in the 
system, in this manner forcing out of business the 
better carrier, 

If the premise is accepted that the fixed or con- 
Stant costs of railroading are a relatively small fraction 
of their total Operating costs one can no longer, on this 
basis, justify the wide differentials in rates that are 
evident in the present rate structure. This change in 
Viewpoint supports the adoption of the Principle. of 
pricing transportation more néarly in rélation to the 
cost of the service rendered. The appiscation of” this 
principle would tend to eliminate the present differen- 
tial pricing and at the same time apportion the traffic 
between the various agencies in accordance with -sheir 
most economic use. The cost of service principle would 
also distribute the rates between the various comnmodities 
on an ehh and logical basis. It does not appear 


that this would lead to any material increase in 
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present rates on low value, bulk commodities, and there- 
fore could not be considered to adversely affect this type 
of business. 

Where a situation of joint costs exists, the problem 
of pricing each of the services might be related to their 
respective elasticities of demand, but again with the long 
run average costs being met by the combined trarfric. 

In conclusion, the Province of British Columbia advo- 
cates the application of the principle of pricing all 
forms of transportation on the basis of cost of service 
rather than value of service. The government is convinced 
that the adoption of such @ practice would result in sub- 
Stantially uniform rates throughout Canada. In the first 
place, when all cost factors are taken into consideration, 
it is usually found that there is no great difference in 
unit costs between regions, and secondly that management 
can under the force of necessity do much to equate costs 
with revenues, section by section. 

While the Board of Transport Commissioners has exer- 
cised control over maximum freight rates little or no 
Supervision has been given to minimums, Presumably it was 
not formerly considered necessary to control these latter 
rates in that they were supposed to reflect the influence 
of healthy competition. <A better Pecoeni tion of. the 
problems associated with an Oligopolistic situation, 
however, Suggests that the present area of controls is not 
adequate. Either there is cut-throat competition leading 
to the disappearance of the weaker contenders or some 
form of price leadership, which is a negation of competi- 


tion. While in the short run certain groups may enjoy a 
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Slight windfall as a result of any competitive warfare 
that may arise, it is very doubtful whether in the long 
run this type of competition is productive of the best 
transportation service wiwhich might be available under 
more suitable pricing policies. It is here Suggested, 
therefore, that before a new rate is initiated or an old 
rate changed, particularly of the "commodity" or 
"competitive" type, the railways satisfy the Board of 
Transport Commissioners of the necessity and profitability 
of any such pr>posed rate. Moreover we do not believe 
that once favourable rates have been given to a locality 
or to an industry that peek Should be suddenly and 
capriciously taken away. This latter practice introduces 
an unnecessary element of instability into the business 
Structure of a community. We have Specifically in mind 


the frequent changes in the "Transcontinental rates", 


It has been suggested that the Transcontinental 
rates are no longer justified because there is no com- 
petition. We feel that, whatever else may be said about 
those rates,that position is not Supported by the facts, 

MR. BRAZIER: If I may interrupt Mr. Brown at 
Puts: point for 4 moment ,we have just received a copy 
of the manifest of the first ship that sailed between 
Montreal and Vancouver, and which ane in Vancouver 
last week. It is my intention to prepare an exhibit 
listing the goods carried on that ship with the quantities 
and the rates charged, and also a comparative table of 
the rail rates on the same commodities from the same 
points. Unfortunately we did not receive the information 


from the shipping company in time to have it prepared 
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this morning. With your permission we will prepare it 
aS soon as possible, and I hope that by the time we are 
in Vancouver we will have it ready for filing with the 
Commission. 

THE CHAIRMAN: You say that the figures will 
Support what Mr. Brown says, that there is really no com- 
petition? 

MR. BRAZIER: That there is competition. 

THE CHAIRMAN: That the Transcontinental rates are 
fixed on competition which does not exist? 

MR. BRAZIER: It does exist again now. 

MR. O'DONNELL: Is that the ship of the Monsen- 
Clarke line? 

MR. BRAZIER: The Monsen-Clarke line. It was the 
Eskdalegate. 

MR. O'DONNELL: That is the one we informed Mr. 
MacPherson had sailed. 

THE CHAIRMAN: You say the competition has 
returned now? 

MR. BRAZIER: Yes. I think this will show very 
definitely the great variety of commodities that were 
brought from eastern Canada to Vancouver at rates sub- 
stantially below comparable rail rates from Montreal to 
Vancouver. 

MR. FRAWLEY: Any canned tomatoes? 

MR. BRAZ.IER: All kinds of canned things, 75 cents 
for 100 pounds. 

MR. O'DONNELL: Rail rates were too low and the 
Ships started again. 

MR. COVERT: At this time perhaps we had better 


give it an exhibit number for the record for purposes of 
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reference, “Ib.will be Exhibit Pigevne Manifest of the. == 
MR. BRAZIER: I would head it "Details from the 
manifest." 
MR. COVERT: Of the ship -~- 
Migd GRAZINR ss The SS: Eskdalegate, 


EXHIBIT NO. 27: Details from manifest of 
S.S. Eskdalegate. 


THE CHAIRMAN: All right. 

MR. BRAZIER: Q. Will you go on? 

A Such rates should not be established unless it is 
proposed to treat them as the going rate for a reasonable 
period of time and when once adopted should not be changed 
until all factors including the effect on the competitive 
Situation of the shippers has been taken into consider- 
ation. 

This government also advocates that as many 
regional anomalies as possible should be eliminated. In 
particular there is the matter of the different regula- 
tions for east and west regarding mixing privileges as 
Set out under Rule 10 of the Canadian Freight Classifica- 
tion. Unless there are very good reasons why special 
rules should apply to a particular section of Canada it 
is our contention that uniformity of rules and regulations 
should be the policy to follow. 

It is recognized, however, that any sudden change 
in the present rate structure would create major disloca- 
tions in industry and the implementation of any new 
principles therefore must be undertaken in a slow and 
gradual manner. Especially would this be true in the case 
of competitive and commodity rates. In certain instances 


productive resources have been organized in particular 
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localities largely on the Strength of -.specific freight 
rate differentials to their markets. There would seem 

to be little gain to the country if these productive units 
were rendered more or less useless by a rigid adherence to 
some new principle of rate making. The extra cost of 
either moving these units or expanding the productive 
capacities of the now more favourably located competitors 
would likely absorb any Savings in freight costs for some 
time to come, especially when one considers the ramifica- 
tions of any such shift. Each change in these rates should 
only be made after due consideration has been given to the 
competitive situation. In some cases the equilibrium be- 
tween producing centres is extremely sensitive to changes 
in transportation costs, in others relatively insensi- 
tive. Thus not only would changes have to be slow but 
there would also be found a Sequence of changes which would 
produce the least disturbance to the present distribution 
of our productive facilities. 

As an indication of our belief in the Soundness 
of the policy we are advocating, it is only necessary to 
point out that this principle of basing freight rates on 
the average long run costs is being applied by our 


Public Utilities Commission in the case of motor carriers. 
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It is our further belief that these motor carriers, through 
the heavy license fee and by means of the gas tax,are paying 
their proportionate share of the cost of construction and 
maintenance of the public highways and that in consequence, 
no major item of cost is omitted. In Support of this opinion 
we submit the following data relative to Province. 
expenditures on public highways in British Columbia and 
provincial revenues from the operation of motor vehicles 

on these highways. 

The first part is for the year ending March 31, 1944, 
and for the year ending March 31, 1948, The first colum 
Shows those expenditures made directly from loans. The 
Second column shows those expenditures made from Surplus. 
Both of those can be considered as Capital, .iapnink, witnour 
any question, 

The third column is made from current revenue. Much; 
Ora portion of it, I think; could be properly considered 
as capital expenditure, although it might be treated as 
maintenance, for ordinary maintenance, ot Of that eight 
Morton, in the “Lact year, quite a bit was devoted to the 
black-topping of some of the highways which was considered as 
Capital cost under the heading of maintenance. Then the 


revenues, gasoline tax, and so on, I think, are self explanatory. 
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Provincial Government Expenditures on Highways and 
Revenues from Motor Vehicles, in British Columbia 
re ee Og IN Pritisn Columbia | 


EXPENDITURE 

Fiscal Year From From From Current 

ended March Loans Surplus Revenue 

Ee 31 S $ : 
1944 626 , 736 - 2,402,401 
1945 499,831 273975356 2,445 ,822 
1946 TV630;,,703 BaF ter ater! 2; (00,072 
1947 BO30 7635 2) 3b 77810 27911,,638 
1948 6,629,494 6,269,299 8,165,599 

REVENUE 

Fiscal Year Total Gasoline Motor Total 
1944 5S, O20 LaAT 3 159,025 3,091,869 6,230,894 
1945 4,303,009 S25 t LAG 2,996,695 6,253,048 
1946 6,069,276 4,330,543 3,218,144 7,548,687 
1947 10,966, 283 5, 002,004 4,457,795 10,139,889 
1948 21,064, 392 9,295,743 5,613,009 14,900,443 
BOURCH: Public Accounts. 


It is hardly proper to consider the total capital 
expenditures for highways for a particular year as the 
annual capital cost. If it were possible to obtain the 
amortized value of the capital expenditure one would have a 
much more satisfactory basis for determining whether motor 
vehicle users in general are contributing an adequate 
amount to construct and maintain the highways of which they 
ere the chief user. The following data, while limited to 


one year are in a much more acceptable form: 
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Provincial Government Funded Highway Debt and Annual 
Charges Thereon 


Fiscal Year: Interest on Highway Debt $2,003,892 tT} 


Ended March Payment to Sinking Fund Ee oe rae a a 
31, 1945 cree 
Add Maintenance, as above 2,445 800 
Total Expenditure on High- elon , 
ways 


(1) From: Dominion Bureau of Statistics, Csnada Year 
Book, 1947, P. 684. March Stsis 


IT assumed the $2,445,820 was from the previous table, and 
I consider that as expenditures making an annual cost of 
$6,003,688. 

The highway debt outstanding, at this date was 
$46,813,262 so that the Sinking fund payment was sufficient, 
if maintained, to retire the debt in thirty years, which 
I think is a reasonable period. Sinee the corresponding 
revenue was $6,253,841 the motor vehicle users appeared to 
bear their full share in that particular year... The 
amortized costs of the heavy capital expenditures of the last 
few years will raise the annual costs quite appreciably but 
at the same time the revenues have more than doubled. 
Finally since the commercial vehicles are heavy consumers 
of gasoline per unit of distance travelled and in addition 
bear more than proportionally heavy licence fees there seems 
little doubt that the motor carriers pay their full Share of 
the cost and maintenance of the public highways. It is 
admitted, however, that motorcarriers have one advantage 
over railways under the present arrangements in that they 
are not compelled to assume personal responsibility for 
large quantities of capital which must be tied up in the 
construction of rights-of-way. 

It is noted here that large sums of federal money have 
been spent in establishing an extensive canal system in 
central Canada, Furthermore, Shippers using these waterways 


are exempt from all tolls or charges which might be used to 
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pay for the construction and maintenance of these 
waterways. This introduces an element of unfairness to 
other regions in that the central provinces not only 

enjoy any natural advantage attached to this means of 
transportation, but also have had lower than normal rates 
from all forms of transportation because of this Subsidiza- 
tion of the inland Shipping. 

Lastly, where in the national INvLErcst,. 415 is necessary 
to subsidize an industry this should be done by some means 
Other than through adjustments in freight rates. In our 
Opinion, it is unsound and unfair to require one group of 
Shippers to subsidize another Sroup as prevails under the 
present rate structure. 

THE CHAIRMAN: Q.What are your initials, Mr. Brown? 

A. They are J. E. 

MR. BRAZIER: Mr. Chairman, before there are any 
questions asked of Mr, Brown, on his brief, I would ask for 
permission to file withthe Commission copies of a publication 
issued by the Department of Trade and Industry of this 
province, entitled"Regional Industrial Index of British 
Columbia, 1948 Edition." I do this for the purpose of 
giving to the Commission such information I can about the 
industrial activities of this province, the population, 
and the means of transportation available to the different 
Sections. We put this document before you with some 
qualification: First, some of the data used goes back to the 
year 1941; but it is, unfortunately, the latest which is 
available. Secondly, it does not deal with the three large 
metal and pulp areas in British Columbia, Vancouver, 


Victoria and New Westminster. With those qualifications, I 
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would ask permission to file this document as exhibit 28. 

THE CHAIRMAN: Very well. 

EXHIBIT 28 filed by Mr. Brazier: Booklet 

entitled "Regional Industrial 
Index of British Columbia, 1948 
HQition. 

MR. BRAZIER: Mr. Chairman, I would like to draw 
the attention of the Commission to the back of this book 
where there are three maps; and of the three, the third 
map "British Columbia Population Distribution" should be 
of some interest. The other two maps which show electoral 
districts, and so on, would not be of any particular interest 
to you. 

THE CHAIRMAN: oes that map form part of the 
booklet? 

MR. BRAZIER: Yes, Mr. Chairman, it is in the 
booklet, exhibit 28. 

MR. SHEPARD: Mr. Chairman, I donot know if we are 
to follow the same procedure here as elsewhere, and have the 
provinces ask questions first. 

THE CHAIRMAN: Yes, I think so, 

BR. COVERT: Mr. Chairman, I did not want to disturb 
the witness before, but I think for the purposes of the 
record, that we should have marked as exhibit 26, the various 
tables which form part of the brief which has just been 
Submitted. That would include tables 1 to is, Ande Charras 
2 tO 5, And I think, perhaps, if any reference is made to 
them, the reference might be to a part of exhibit 26 of this 
record. 

THE CHAIRMAN: Yes. Does anyone wish to ask 


questions? 
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EXHIBIT 26: filed by Mr. Covert. 
tables: 1 to-13 and charts leto Dig 
presented as part of submission 
by the Province of British Columbia. 
CROSS EXAMINATION BY MR. SHEPARD 
MR. SHEPARD: Q. Mr. Brow, I would refer first, 
to exhibit 26, table 3 and table 3A. Table 2 hes ae 26s 
heading: 'Cargoes Loaded at Pacific Coast Ports of Canada 
for Foreign Countries by Commodities - 1947". I was wondering 
if you had any information as to the. destination of the 
cargoes loaded at Pacific Coast ports in 19479 

A. I believe that could be supplied. 

Q. More particularly, I was interested in the movement 
through the Panama Canal to eastern Canada. Could you answer 
that? 

MR. BRAZIER: Mr. Chairman, I would submit that the 
answer is: That in 1947 there were none. 
THE CHAIRMAN: You say there was no movement? 


MR. BRAZIER: No, Mr. Chairman. There was no 


movement from British Columbia to theeast coast in the year 
1947 or vice versa, so far as we are aware. 
MR. SHEPARD: Q. So that would answer thequestion 

I had in mind about table 3A, which is headed "Cargoes 
Unloaded at Pacific Coast Ports of Canada from Foreign 
Countries by Commodities - 1947." None of these would have 
Originated; no shipping came from eastern Canada? 

A. That would be excluded from either of these tables 
because these are foreign countries. 

Q@. Yes. And on page 6 of your brief - it is just a 


Small point,- but it includes a reference to Manitoba which, 


I thought, I should just clear up. It says: 
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"Subject to the foregoing limitations it will 
be seen from tablé 6 that in four provinces (British 
Columbia, Manitoba, New Brunswick and Nova Scotia) 
over / per cent of the gainfully occupied in 1941 
were engaged in some form of transportation compared 
to a national average of 5.37 per cent." 
A. That is not in the table, but it could be computed 
from the table. 
Q. nd you were referring tothe total employees at 
the shops in British Columbia as being 2.92 per cent, and 
in Manitoba, as being 5.03 per cent? 
A. “HRAtCHS PLentt 
Q. But you realize, of course, that there are the 
Transcona shops, the Fort Rouge Shops, and the Western 
Shops of the two railways, in Winnipeg, and that those shops 
represent a Substantial amount of employment, :inasmuch as 
they service the whole of the we8t, so far as the two 
railways are concerned. 
ADMWelLT Oe thatrisWtruey) yes. 
THE CHAIRMAN: Are they counted as transportation 
or manufacturing? 
MR. SHEPARD: Q. I presume from these figures that 
all the employed, by the railways in all the provinces, 
are included? I did not want to leave the impression that 
that was labour expended for the benefit of Manitoba only 
which caused that percentage to be as high as it is? 
A. The question you raise might be examined further. 
The heading is "Gainfully occupied." it 16 not an industrial 
breakdown. It is an occupational breakdown. But I could not 


answer at the moment positively whether the heading of table 6 
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is "gainfully occupied", that is, by occupation. 

Q. But if it is occupied in the province in the 
transportation industry? 

A. I would have to check whether it is industrial 
or occupational. 

Q. I gather that there is a good deal of employment 
in Manitoba which is for the benefit of the other rer lone; 
that is other than Manitoba? 

Ae pl vsugeested thatyiurther uo, I. think. 

Q. And at page 9, my next reference is part way down, 
in the second paragraph: 

"Engineers tend to set up standards of maintenance 

which have little or no relationship to the amount 

of usage. Management on the other hand, tends to 
adopt a more realistic attitude, making costs of 
rendering a service conform to the revenues received 
for the service." 
I presume that the idea behind that statement is that 
maintenance costs are within the control of management? 

A _iney could be, yess 

Q. Could be, or are? 

A i gay they could. be, I do not say that they are, 


And that is as far as you would like to go: that 


O 


they could be? And are you suggesting, or would it be fair 
to suggest to you, that in the past, maintenance costs 
have been geared to revenue, and that the railways have 
Spent amounts on maintenance more freely in times of buoyant 
revenue than in times of lower revenue? That is, I think, 
more or less what you suggest here? 

A. I suggest that that is inferred from the results 


of the various charts. 
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Q. Would you go along with me this far: That what 
the railways have, in fact, spent on maintenance in the 
past, which is, perhaps, not geared to revenue, is not 
necessarily what they had to spend in order to get a 
Satisfactory standard of maintenance? 

A. Perhaps if you would not mind repeating that 
question again; I am not sure that I follow you. 

Q. I am trying to work through from the starting point: 
that maintenance costs could be within the control of manage- 
ment, a matter of management policy? 

A. That is right. 

Qc Wen, wthatmbeing yo, oryassuming that: 4ti 4s so, .you 
Saye Lt: could) bey. » Leteus assume) thalteit isso, shen: would 
you agree that it is possible, that in the past, the railways 
have - the level of maintenance spent by the railways might 
be higher than what is actually necessary to do the job? 

A. The level of expenditure might be higher than what 
is necessary? 

Q. Yes? 

A. I would have no way of knowing. 

THE CHAIRMAN: %. It could be what? 

A, Whether the actual amount they spent was adequate or 
inadequate. 

MR. O'DONNELL: Q.You do not know that? 

pe NO, 

MR. SHEPARD: Q. Iam. asking you a theoretical 
question, and all you can give me is a theoretical answer. I 
quite appreciate that, but my point is: If we assume that 
maintenance costs are within the control of management, and , 


perhaps are geared to revenue, that the amount spend on 
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maintenance is not necessarily the amount that had to be 
Spent to keep the railways operating in a proper manner. 

MR. BRAZIER: Are you referring to a particular 
year? 

MR. SHEPARD: It is a very general question that I 
am putting. 

THE CHAIRMAN: Does not the brief answer that? 

It says that management tends to make costs conform. 

MA, SHEPRARDi4@y iLuthink dirdods, Mr, Chairman; 
but I wanted to see if I could get any ampli tieation chs: 
He does use the word "cost." In other words, it is in the 
control of management; and I wondered if he had anything to 
Say as to whether the costs which have been incurred by the 
railways have been necessary costs or not? 

A. I have no way of knowing. 

Q. Then, turning to page 11, at the bottom of the 
page, your last reference to Professor Healy: 

"It appears, then, that so far as class 1 railroads 

are concerned only at the very lightest densities 

of traffic can gross ton miles or car miles of 

traffic be added without incurring almost the full 

average expense per unit.” 
I just wondered. You have, I take it, more or less adopted 
that statement in what follows in VYouneprie?. Te tha toa 
correct assumption on my part? 

A. In general, yes sir. 

Q. And I wondered if you had taken into account the 
evidence with which I am sure you are familiar, in the 
previous rate cases as to traffic density. It was Mr. 


Newman of the Canadian Pacific Railway,' I think, in the 
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Twenty per cent case, who indicated that traffic Gens 2 ty 
in Canada was, roughly, 50 per cent of that in the class l 
United States roads? 

A. I had not taken that into consideration. 

Q@. You did not consider it? 

A ROR 

W- would be interested to know, on that quotation, 
just what meaning you attach to the phrase in the second 
line: ore at the very lightest densities..... ne 

A. I am not sure whether Mr. Healy expanded that idea 
Srnes. Lacould look it up. 

Q@. How would you weigh that phrase in the light of the 
fact that the Canadian densities are, roughly, 50 per cent 
of the United States? 

fe? No; £ Nad not considered that at all. 

Q. Then, on page 14, the last sentence of the first 
paragraph - it is about two thirds down the page - you 
say: 

"The point that we wish to make is that when the 

disturbing element of a changing price level is 

removed there is a remarkably close correlation 
between the amount of work done in a given year and 
the expenses involved in doing that work." 

he aner 18 right. 

@. This: "wi... remarkably close correlation...” 

I wondered if that phrase could be amplified by an expression 
Of opinion from you as to whether that resulted from 
necessity or from deliberate management policy . 

A. I am afraid I cannot say what went on in the minds 


of management. 
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@. You have not, offhand, any opinion? 
A. No. As to why there was that relationship: “but 
the facts suggested there was that relationship? And 1% 
could be a matter of management policy? 
A.) Yesseit could be +a matternof management policy. 
MR. O'DONNELL: And it could be something else, 
also: 
MR. SHEPARD: Ishall leave that for you. 
MR. BRAZIER: The witness is being very clear in 
Stating that he does not know what it is. 


MR. O'DONNELL: Surely. That is all I had in mind. 


Page 2365 follows 
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MR. SHEPARD: Q. On page 15, Mr. Brown, the first 

complete paragraph: 

"If the present pricing is accepted as valid, it 
appears to create two dilemmas. First, there is 
produced a series of regional differences in rates 
which can hardly be considered anything else but 
discriminatory." 

I wondered what you had in mind as a criterion for 
regional differences in rates; would the criterion be 
regional costs? What did you have in mind 
A. Wo, I think I had in mind here the rate levels 
that have existed in Canada, the general rate levels. 
Q. So thet is what you mean by this statement: 


is produced a series of regional differences in 


Pp. That is right -- rate levels, if you like. 


Q. What you have in mind is 2 uniform over-all level 


[ee 4p ee 
Q@. Right across the country. And I presume that 
would be the same enswer to the next paregraph, the first 
Senrence: 
"Tf the premise is accepted that the fixed or 
Constant costs of wpaidroading aré).a relatively smail 
fraction of their total merating costs one can no 
longer, on this basis, justify the wide differentials 
im pates that are evident in. the present rate 
structure." 
You are not referring there to special commodities or 


One region against another 
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I had particularly in mind the regional levels 
of rates that you find throughout the country. 

Q. But you are not relating the regional rates to 
regional costs in any way 

Res NG: 

Q. Then miss out one sentence and go on to the one 
following, Mr. Brown: 

"The cost of service principle would also 
distribute the rates between the various commodities 

On an economic and logical basis." 

I wondered if perhaps you would care to expand on that 
phrase, "an economic and logical basis," as to what you 
mean by that: 

A. Yes, I could. I again have to quote the American 
experiences. Professor Healy was able to dig up this 
tnformation, and it applied to the Vicar Loses 

Q. Is that in his book? 

Bae, JG 18 3m bie book, on page 165. He said there: 

"In 1932 the average car of l.c.l. freight 
carried only 3.6 tons, compared to the carload aver- 
age of 35 tons." 

Now, that is roughly ten to one; I would therefore think 
that if it costs approximately the same to move 2 car 
you could have a difference in rate of ten to one and 
Still abide by the principles here suggested. 

Q@. I see; you are not suggesting anything like a 
constant rate for a car of any number of different types 
of commodities? 

A. I am afraid you will have to ask that again. 


Q@. You are not suggesting that e car of freight 
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should be moved at so much @ mile, irrespective of what 
28.10 one Car 
A. Well, thatvis approximately what it would --- 
Q. That is approximately what you have in mind? 
THE CHAIRMAN: 9. What is your answer? 

A. What is the question once more? Perhaps I am 

nov clear. 

mR. S hepard : Q. My question was, ere you 
Suggesting that a Gar of freignt’ should be moved ata 
Pertain fave i freepective of what is in thet car 

m Weld, ho, HOt precisely. I mean, in some 
commodities they require more careful handling: there 
is more cost involved say in loading or unloading; there 
PS snCidsary Cost a5 well as just, the moving of Wt. 

O. Wells) Ghank vou have meade 17 clear that you are 
departing from the value-of-service principle to the 
cost-of-service principle? 

we VSG, £ think that 16 right. 

GO. Bur cdo 2 take it that you are departing from the 
cost of the commodity moved 2s bearing any relationship 
to the freight rate, the value of the commodity moved 

A, Yes, I would say. 

Q. Then on page 16, Mr. Brown -- I won't keep you 
much longer -- the second sentence in the second varagraph 
on the page: 

"The Government is convinced that the adoption 
of such a practice" -- 
that is, the principle of basing the cost of transporta- 
tion on the cost of service -- 
“would result in substantially uniform rates 


throughout Canada. " 
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Would you care to enlarge on the phrase "substantially 
uniform rates"? 

A. No, I think I will leave it just as it is. 
The rates should be uniform as far as we can see. 

®. Then in the next sentence you go on: 

"In the first place, when all cost factors are 
taken into consideration, it is usually found that 
there is no great difference in unit costs between 
regions 

What do you meanby unit costs between regions? 

A. Well, possibly gross ton-miles, for one; pos- 
Sibly the cor-mile. 

Q. I suppose you are familiar with the argument 
advanced by the Province of Manitoba in the mountain 
differential case‘ 

A. Yes, tC Some extent. 

Q. And the figures shown as the net revenue left 
out of every dollar earned after dollar spent on the 
prairies and in the mountain region; would you say that 
that did not indicate a difference in cost between regions? 

A. Well, I have to express some feeling of un- 
certainty about the basic data. 

Q. That we use. I have heard about the feeling 
Of uncertainty before. But that, 1 take it, is your 
complete answer to that question, is it? 

Awe, © Eink SO, Yes, sia. 

9. Than going a little farther down on the page, 

Mr. Brown, about two-thirds of the way down the page: 

"Tt is here suggested, therefore that, 


before a new rate is initiated or an old rate changed, 
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particularly of the 'commodity' or ‘competitive’ 

type, the railways satisfy the Board of Transport 

Commissioners of the necessity and profitability of 

any such proposed rate." 

Now, I wondered whether that sentence amounts to an 
expression of this opinion, that if competitive rates 
are too low they should be raised? 

A. Ultimately. 

Q. Ultimately? 

Be) Yess. you have vtolUread it) in the contexr. 

Ae eS, - Femenoer Vou reo. ONTO vexplainuthary it 
wasioeates the economy 1f it te done too quickly Gr too 
Prequenuly. Then what criterion would you apply, or 
have you any ideas as to what criterion might be applied 
to determine whether competitive rates are too low: 

A. Well, I presume that the rate would Have to 
demonstrate its profitability, shall we say, more or 
less. It would not have to be as profitable as another 
rate, but it should not be necessarily unprofitable. 
ho mieht be just covering its average long-run cost. 
if it covered its average long-run cost without loading 
Pome ouher part of the traific, that would be satis-= 
Paevory . 

9. Would average long-run costs in your view 
include something more than operating costs, something 
more then out-of-pocket expenses 

A. Oh, it would include more than out-of-pocket 
expenses, yes. 

OW... 2b would, include a proportion of carrying 


~u 


charges and so on, would it. 
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A. Well, by carrying charges --- 

Q. I mean the fixed charges and the capital costs, 
capital carrying charges of a railway? 

A. Yes, I think it would have to include a portion 
at. Ue. 

Q. Then my next question is a theoretical one, 
because I know that you do not agree with the two premises 
am going. tO sive you. Supposing that the transcon- 
tinental rates, which you have spokem of in this paragraph, 
were lower than the rates for a competing form of 
transportation, and that they were lower than necessary 
to provide a reasonable return to the railways, would 
you say they should be raised? 

A. Well, I think I have answered that in general. 

Q. Your answer would be yes, to be consistent with 
the general position you have taken 

A. And considering the timing element. 

Q@. With that qualification of restriction? 

A. Quite. 

Q.- As to time. Then, Mr. Brown, the last para- 
greph on page 19 --- 

MR. PRAWLEY:° Last but not least. 
MR. SHEPARD: But not least. 

Q The iast sentence; 

"Th our opinion it is unsound and unfair to require 

one group of shippers to subsidize another group 

as prevails under the present rate structure." 


I think I would agree with that statement if there were 
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a full stop after the end of the secone last line, after 
the word "group", but you go on to say "as prevails under 
the present rate structure", and I wondered what you 
hed in mind by that 

A. Well, there would probably be the Cir racuiy iar 
presenting specific rates and specific costs. Probably 
I might be at some little loss to give you @ specific 
example, 


Q. Well; that is fine. thee 2s°ald ,itheanknyou . 


CROSS-EXAMINED BY MR. FRAWLEY 

Q. Mr. Brown, we will move two pnces west and see 
what it looks like. Mr. Brown, 1 take it that the 
burden of your presentation is contained on page 16 when 
you say that you believe in the principle of pricing 
Of forms of transportation on the basis of cost of 
Service rather than value of service. tl think you cole 
my friend Mr. Shepard that you do not believe in pricing 
or regional rates on regional costs. Now, as to that 
We are clear. That was the position you took in the 
munctein differential, and that is the one to which you 
phere now? Just assuming --- 

MR. BRAZIER: Seay yes or no , please. 

THE WITNESS: Yes. 

MR. FRAWLEY: Q. If it were assumed--I know 
that your efforts in the mountain differential case were 
directed towards establishing that there were no 
additional costs in the Pacific territory, but, even 
if we were to assume th2t there were additional costs 
in Pacific territory, your proposition is that the 


rates in Pacific territory should not therefore and 
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thereby be any greater than in other regions? 

A. Essentially, yes. 

Q. Essentially that is your propositions In other 
words, that is why you say that the adoption of the prac- 
tice of pricing of forms of transportation on the basis 
of cost of service rather than value of service would 
result in substantially uniform rates throughout Conada:; 
in other words, what you mean Ls;oifyyou eliminate 
regional costs, certainly, then you should have one 

Single general level of rates throughout Connda? 

A. PeYess 

Q. And that is what you advocate 

A NeS« 


Q. 


v 


In other words, from Halifex to Vancouver there 
Should be one general level of rates? 

A.) That Qs eiehe. 

Q. Of course, you would agree that there might 
have to be departures from that general level to take 
gare “or competition? 

nm Yes; Ptwould’ say that tyou. would stile be 
abiding by the general principle if 2 particular agency 
Was prepared to meet competition and reduce its rates to 
Some extent, provided it did not try to make 
up the loss from that. 

Q. 


7 


Well, thet would go to the degree of supervision 
and examination that entered into the making of the 
wompetitive "rave, ‘lobake its that is right? 

A. I'am Mot sure that I understand the question. 

Q. I mean to say, you would want the competitive 
rate to be compensatory? 


A. ‘Well, it did not actually have to be 
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compensatory, but it must not be a loss rate, shall we 


bay. 

Q. Well, isn't that the same thing? You surely 
want it to be compensatory? 

A. It might just break even. 

Q. Well, a11 right; that at least would be com- 
pensatory; I mean, that Surely takes, -=-- 

MR. BRAZIER: I do not think Mr. Brown agrees 
with your definition of compensatory. 

MR. FRAWLEY: Q. Well, I do not think there is 
any difference between us... then, Klaborate, Mr. Brown, 
and tell me what are the principles which would enter 
into the setting up of these competitive rates, super- 
imposed upon your uniform general leyel of rates? 

A. Well, for example, supposing it was determined, 
in the wisdom of say the Board of Transport Commissioners 
or some other Board, that the railways were entitled to a 
reasonable return on their investment. 

Q. Yes 

A. And then, having set that, they decide that 
they would wish to meet competition in some particular 
area; well, they could not then offset a drop in that --- 

Q. Try not to face me so much; I know it is 
difficult,but I want the Commissioners to hear yous 34 1¢ 
much more important for the Commissioners to hear you. 

A. They could not offset a reduction in that rate 
by on increase in some other rate. 

Q. I am simply putting it broadly; there would 
have to be 2 careful ecengna ee on by the regulatory body 


of the constituent elements of the competitive rate 


that was sought to be established? 
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ee Mr. Brown, cr-ex 


A. Certeinly. 

Q. Tens thet a fair way tO put it? 

A. I would say so. 

Q. Then epart from competition, there might be 
other deportures from the general level of racbes]” i 
take it that you would not eliminate the establishment 
from time to time and piace to place of Special commodity 
rates? 

A. Well, I think the remarks I have already made 
would apply egein to the Situation you are Suggesting. 

2. And of course other basic principles like 
length of haul would have to be teken into account in 
Pixine.. but still sdhering to your principal proposition 
thet there must be 2 general level of rates throughout 
the country? 

Ay THOt 28 pieht.. 

Q. All right: now I think Tf understond wh.t you mean 
by what you say on page 16. 

THE CHAIRMAN: .. When you say a general level 
of rates, M>. Frawley, have you in mind a level which 
che rates would never exceed, although they might go 
below them for competitive and other purposes? 

MR. PRAWLEY: No; I think the witness is agreeing 
with me in this proposition, and I will put it to your 
lordship, if the witness will agree: that the general 
class rates, which is the basic foundation or fabric 
of the freight rate structure -- 

Q. You agree with that, do you not, that the class 
rates are the fundament2l rates in the Structure 


A. Yes, 


MR. FRAWLEY: That those class rates Should be 
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Mr. Brown, cr-ex 


the same from Nova Scotia to British Columbia, on a 
mile-for-mile basis. 
THE CHAIRMAN: Should be the same; or should pe 
2¢ted upon 
MR. FRAWLEY: Well, first of all, I think there 
1s 2n expression that is used, and I will put it to the 
Witness. 
Q. Does your proposition mean that there should be 
mile-for-mile parity in the class rates? 
i. Ves... 
Mie PRAWLEY: That, I Shins, t's precisely what 
3 meant, sir at least, it is what I mean in the 
questions I am putting to the witness, because it ne 
of course, Alberta's Proposition, and that is why I am 
putting it to the witness. Then you superimpose upon 
this mile-for-mile parity in the class rates the necessary 
departures for commodity rates and competitive rates and the 
erner things —-< 
THE CHAIRMAN: Which 2re 211 below the class 
racves.. 
MR. FRAWLEY: Which are all below the class 
meves, that is right, sir, 
Q. I was going to ask you for an illustration one 
what you were proposing, 2nd thet is the illustration 
in answer to the Chairman. It is the class rates, 
because they are the maximum rates, they are the basic 
part of the structure. 
THE CHAIRMAN: Well, the class rates being 
2SSumed, I suppose, to be sufficient for the service 


rendered, and the exceptions from the class rates all 
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being below, competitive, ond so on. 

MR. PRAWLEY: That is right, sir. 

THE CHAIRMAN: Where is the compensation to come 
from? 

MR. FRAWLEY: I am not sure that I follow your 
LOrdshio., 

THE CHAIRMAN: Well, the railways are entitled 
® certain class rates; they are Supposed to be just. 
Now, if you have departures from them, all below those 
rates, you see -- competition brings lower rates -- and 
the other factors that you have mentioned, where is the 
compensation to come from? 

MR. FRAWLEY: Well, of course, my proposition 
does not admit that the lower rates should be --- 

THE CHAIRMAN: I want to know from Mr. Brown. 

Mis BRAWIRY: Well, all right, I will put it to 
Mr. Brown. 

2. Where would the compensation come from in con- 
nection with these lower then class rates? 

A. Mr. Chairman, I can visualize that possibly in 
certain instances the railways might wish to forego a 
portion of their earnings, sh2ll we say -- not their 
Operating revenue, but their profit, a portion of their 
profit --.in order to retain that bit of business, in 
Which case their total profit would fall orf by the 
ahem that they had foregone; but I think, in line with 
class and commodity rates, if I may say so, many com- 
modities are handled on 2 special basis, they may even 
have special cars, and the cost of those, the cost of 
rendering that service, may depart quite appreciably 


from the normal cost say of a class 10 rate. 
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THE CHAIRMAN: 9, Depart in which direction, 
up or down? 

A. Depart down, be less; and so they might have 
.% Special commodity rate which actually would be fully 
compensatory. 

Q. Which they could afford to give them? 

A. That is right. 

2. Because of the cost to them being less. 

A. That is correct. 

Q@. Yes, I see that. Then one way or the other the 
compensation would be found in the railway itself, either 
out of its profits or out of the lesser cost of rendering 
the service? 

Theat 16 Picnt.. 
Q. You would not go beyond that range; all Pies. 
MR. FRAWLEY: Q. And I teke it, Mr. Brown, that 
in no case should the regulatory body permit the railway 
to carry traffic at less than 2 rate which returns them 


merry full out-of-pocket expenditures? 


Ay “WE11, -~ dO you mean out of pocket? 

Q Yes, I mean just that. 

A Literally out of pocket? 

ae Literally out-of-pocket expenditures. 

A Well, I do not think thet would be a satisfactory 


Q. Certainly they must always get their out-of- 
pocket expense plus as much more 28 they can against 
fixed charges as is possible? 

A. Well, I should think they would need to cover 
their average long-run cost, but you must remember you 


have a situation now, this is the situation 2s it is, and 
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what in 2 sense we are advocating here is something that 
might not be achieved in twenty-five years, or LLEty 
years -- I don't know. 

Q. What is it: Tell me; I want to be clear about 
ge What is it that you are advocating that might not 
be achievable in twenty-five years 

A. AS I suggest here, that if you make any very 
Sudden change in the rate structure as it now exists you 
may create considerable dislocation Among various industries 
located in various parts of the Country, and T.da not think 
there is any advantage in ereating havoe just to achieve 
some say better pricing policy. 

Q@. Mr. Brown, let us see how difficult this ais) 
now. there are four or five rate areas in Canadas 
there is the eastern aren, of which the maritime forms 
2 part, and which is taken care of by the Maritime Preleny 
Rapes Act; is that right? 

Ae Yes. 

Q. Then there is the Superior region? 

A... Yes. 

Q 


ine Prairie resion, and as-of now the. Pxcific 


Pe. Tia. se rent. 
THE CHAIRMAN: Well, does the Prcifiec region 
etillexist, in view of the abolition of --- 
MR. FRAWLEY: I say as of now. It won't exist 
Separately after the lst of July,and that is precisely 
the point I was coming to -- after the lst of July. 
THE CHAIRMAN: That is what I mean, Mr. Frawley. 


When I said now", I meant from the lst of July. 
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MR. FRAWLEY: Yes, sir; that is exactly what I 
was going to elabornte on. fiver tne lstvor July, gust 
=8 suddenly as the last dey of June passes into the 
first day of July,there willbe no more Pacific rate aren. 

Ge. (net 28 true, ent ate 

A; That is as I understand it. 

Qe rat 2S Crus. Then why could there not be a 
complete levelling of rates to the lowest one or to 
something in between -- I am not at the moment discussing 
that -- but why could there not be the elimination of 
all of the four classes, and make it one Canadian rate 
area? 

A. Well, I have tried to suggest in the case of 
certrzin situations where they may be extremely sensitive 
to changes, and other competing groups may be 
relevively insensitive -=for instance, £ do .not know 
what the rate might be on ores, metallic Ores... Oo 
not know whether it is high or low or adequate or 
inadequate, but supposing it were inadequate and it was 
found necessary to raise it to make it adequate, well, 
again, I do not even know the true competitive situation 
but I rather suspect there are no competing areas, and 
that a change in that rate might not create any distur- 
bance, but that a change in certain other rates, probaply 
affecting some other commodities in which there are com- 
peting areas, would disturb the balance. 

Q. Mr. Brown, are you coming around to the position 
that maybe the removal of the mountain differential might 
disturb some relationships in other parts of the country? 


THE CHAIRMAN: Mr. Frawley, you @re raising quite 
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- 2380 -= Mr. Brown, cr-ex 
an importent point now, and we have to adjourn a little 
earlier today, so we will adjourn now until half-past 


two. 


---The Commission adjourned at 12.35 p.m. until 
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VEGtOria, Be iG. 

June 22, 1940 
AFTERNOON SESSION 
ee PEO LON 


--- The Commission resumed at 2,55 Or Ts 


J. EF. BROWN, Recalled 


CROSS-EXAMINATION by MR, FRAWLEY (Continued) 
ee yn, PRA 


Q Mr. Brown, would you look at page 15. I want to 
continue for a moment what I was discussing with YOu. sh vou 
Say there: 

"If the present pricing is accepted as valid, it 
appears to create two dilemmas. First, there is pro- 
duced a series of regional differences in rates which 
can hardly be considered anything else but discrimina- 
tory." 

I take it that your proposition is that first of Be 5OU 
have tried to show that it does not cost any less to carry 
traffic in Ontario and Quebec than it does in the Prairies 
oF British Columbia, let us Say, when the cost of service 
principle you have enunciated is applied? Is that right? 

A Tam not sure that I jfollow che full. inference 
of your statement. 

Q In a broad way you have endeavoured to show that 
lower cost does not necessarily follow greater traffic 
density. 

A That is correct. 

Q And therefore fiom that point of view there is not 
any good reason why rates should be lower in Ontario-Quebec, 
where traffic is denser, than in British Columbia or on the 
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A That is correct. 

Q BUG Ta puree: tc you, Suppose it could be demon- 
strated, perhaps by rejection of the principle you have 
endeavoured to establish, or for any other reason, thatlit 
does cost less down there in Ontario-Quebec because traffic 
is denser, you still say that there should be a general 
level of rates on’ 3 system basis? 

A Well, I think the stand we are taking, although 
you have given me a sort of hypothetical case -- 

Q Yes;vl am! just assuming now. That is quite PLN; 
Without abandoning anything you have said but assuming 
with me that it might be demonstrated that it does cost 
more to carry traffic on the Prairies and in British 
Columbia than in Ontario-Quebec, then what do you say, 
assuming that? 

A Well, my only answer could be that you would have 
to consider to what extent differences in cost ‘exist. Are 
they appreciable, measurable or negligible? 

Q Let us take it on those grounds. Suppose they 
are appreciable. I am assuming now that by some formula, 
which the railways will again probably endeavour to bring 
forward because they have done so in the past, assuming 
there is an attempt to demonstrate anyway that it does 
cost more to carry traffic in British Columbia and on the 
Prairies than in central Canada, assuming that has been 
demonstrated, do you still not Say that there should be a 
General level of rates, and that difference in cost should 
not be given effect to ratewise? 

MR. BRAZIER: I think probably that is a very 


difficult question for this witness to answer. It might 
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involve a question of government policy. 

THE CHAIRMAN: If I understand it properly, Mr. 
Brown says that he favours uniformity of rates, does he 
not, and Mr, Frawley wants to know whether that uniformity 
Should stand up even against variations in costs in one 
part of Canada and another. That is tne question. 

MR. FRAWLEY: That is rights. 

THE CHAIRMAN: That is not hard to answer, 

MR. BRAZIER: It is not hard from the witness! 
point of view, but I am thinking that he may be a little 
hesitant about expressing an opinion. Any opinion must 
necessarily be his own opinion. 

THE CHAIRMAN: The rule he hes laid down is unif- 
ormity of rates. Now this is the Casting of tthat krales 

THE WITNESS: I suppose in the applieationtoPrthe 
rule if the difference is proved to be significant, but oI 
do not see how you are able to cetermine thé fae ts; 

MR. FRAWLEY: QQ. Mr. Brown, if I may say soe 5 
think you are overlooking an answer you gave to me this 
morning. I thought you said you stood opposed to regional 
costs affecting regional rates, That definitely went 
with your proposition, did it not? 

A Quite, but I base that on what I feel would be the 
facts of the matter if they could be arrived at. 

Q Yes, I know, but is there ncs a principle involved? 
Perhaps I quite misunderstood you. I thought you stood 
for the proposition that rates must no¢ be made on the 
basis of regional costs? 

A That is true. 


Q That is true. Now, that has certain implications, 
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Now, Mr. Brown, you do Say on page 15 - and frankly I was 
a little bothered to know what you meant -- 
"Furthermore, there seems no basis for rectify- 
ing this discrimination" -- 
That is discrimination that is produced by a series of 
regional differences in rates? 

A Quite, 

Q@  "--short of the introduction of some sort of 

Federal subsidy in favour of the injured region," 

Why do you have to fly to a subsidy there? 

A Well, it seemed to me that was the only alternative, 
If you are not prepared. to, have. rates relatively uniform 
on the basis of what would probably be a fairly uniform 
Set of costs, if you are not prepared, to do that: but are 
prepared to have regional variations in price based on 
charging what the traffic will bear in each of the regions, 
then some regions are at a disadvantage on that basis of 
pricing, and therefore you can, shall we say, rectify 
that difficulty if you want by taking something out of 
Zeneral revenues, 

Q Mr. Brown, you have agreed with me that it was 
an unsound principle to fix rates on the basis of regional 
costs. We agree on that, do we not? 

A ace, 

Q If that is unsound, regardless of whether those 
costs are greater in one region or the other, if it is 
sound that there should not be regional rates fixed on 
a basis of regional costs, then it is atl taken care of 
by a general rate level, equal mile for mile parity in all 
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A I think you are misinterpreting. 

Q I may have misunderstood you. 

A I am suggesting if you do not adopt the first prin- 
ciple then presumably the alternative is -- 

Q All you are saying there, when you are talking 
about a subsidy, is that if you do not accept the soundness 
of the proposition that regional costs should not enter 
into the making of rates, then you must go to a subsidy? 

A Seo. 

Q Ihave’ a couple of more things to ask you. Would 
you look at page 18. Perhaps this is getting into the 
field of accountancy, but you are endeavouring to make the 
proposition that the motor carriers in this province any- 
way are paying their proportionate share of the cost of 
construction and maintenance of the public highways? That 
is your thesis? 

A That is correct. 

Q You do that by these figures of expenditures on 
highways and the revenues from the gasoline tax and motor 
vehicle licenses? 

A inab is-correct, 

Q You show that in 1948, for instance, your total 
revenue was $14,909,000? 

A Correct. 

Q From gasoline tax and motor vehicle licenses, and 
your total expenditures were $21,064,000? 

A anat is right. 

Q Now, you see what you take from surplus, $6,000,000? 
neg 2a ries 


And from current revenue $8,165,000? 
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A Thatiig right, 

Q And I suppose this surplus is just the accumulated 
past annual surpluses of revenues over expenditures? 

A That is right, budget expenditure that had accumula- 
ted over a period of years. 

Q The accumulated surpluses? 

A That is right. 

Q Could that not be just as well called revenue income 
rather than capital? 

A If you like; it was income from previous years 
which had not been expended. 

Q That is right. That is the better way to put it, 
income from previous years unexpended, For the sake of 
following me, will you add the $6,200,000 to the $8,100,000. 
You have about $15,000,000 there? 

A $14,300,000 or $14,400,000. 

Q Your total revenue was only $14,900,000? 

A Yea, 

Q So you are not carrying anything that you have got 
in the way of capital in other years? 

A No, I do not agree with you there. You see, as I 
Suggested -- if you will look at the next paragraph you 
will see that I suggest that expenditures from loans and 
from surplus, and a portion of the expenditure from current 
revenue can properly be treated as capital expenditures 
for that particular year. You would not charge up the 
total capital expenditures for a particular year as the 
cost for that year. 

Q In other words, you would not try to build your 


roads as you go along? Some provinces do build hospitals 
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and that sort of thing out of current revenue? 

A Yes, you tan do that 1f you want to, but still I 
do not think in any normal accounting it would be proper 
to consider the total expenditure as the total capital 
cost for that year. You have to consider that the capital 
cost for a particular year is the amortized cost, if you 
like, or the cost of that capital expense over the life of 
that capital structure. I suggest further that for the 
fiscal year ending in 1945 they were paying into sinking 
funds, which would be an amount necessary to amortize the 
highway debt at a rate sufficient to retire that’ debt 
within thirty years, I presume that would be a reasonable 
rate of retirement. I should think that a highway, once 
it is constructed, with ordinary maintenance would last 


thirty years, 


Page 2390 follows 
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Q. The rates in certain parts of British Columbia, 
the truck rates, are regulated, fixed by the regulatory 
body? 

A. I think there will be somebody discussing that 
at a later stage, sir. 

Q. Mr. Brown, would you look at the last paragraph, 
because I must not be second to my friend My. Shepard 


in having you look at that paragraph. Let me 


read it to you again, because there are certain things 


in there that I would not want to be missed: 
‘Lastly, where in the national interest, 


it is necessary to subsidize an industry" —. 
Don't you think that the word "where" should be "yp" 
isn't that-all:dt means really, Mr. Brown? 


BY All ei eh 
oy I think we could rewrite that "if"; that 


would make a lot of difference to some of us. It 
WOuld Dey Vea the natural interest, it is necessary 


to subsidize an industry this Should be done by some 


contradictory: 


"Tn our Opinion,it is unsound and unfair 

to require one Sroup of shippers to subsidize 

another Group as prevails under the present 

rate structure," 
Don't you think you abandon the "qf" there, and simply 
make a4 Statement, by implication at least, that there 
is in the freight structure now a subsidizing of the 
Western wheat grower in the matter of freight rates? 
Isn't that the plain implication? 


A. I do not think I pointed a finger at anybody 


eos oe RANE A aes aE Ve aa 


ie’ sats aitaq atesien nt aster oft. oh yg 


ie iS eth oe ne apd SEV BE AF ee 


| ghilonantaeucedh cRedoage led «A Ne, gi get ae a, A, i 
Bey re aks Se Seu RE Pl cea ote be oxets wakat ae Pg 


7 ot 


FigetsATed week gid oa Meek yey, bhi EOE re ibe > 


peeg ort? ow Baekit yo of Bmdsee sedaren Pes. FE ernie 


. an tebe “genset See Fete. $A Hook wot ShEeRa ths 5” 
Retreat nie tc { Oye - a 7 ™/ on 7 
sant alates ots ated! Seumead mi ae yoy OS of See | : 
las SPU ee, hae 
. . hoes tn 6a cd taaW FS eth biuow I Pd overt rt 
PTS okaddt 86 eae souemwi et iteede ce ia 
wots we lis Eon a £6 a . 


| cs ae ew %, Gale 7 
oh soe Eta Gs (bPedue oto umeeeeoRm. SPF e 


3 darts details Hey, $'.qod 


pity pt rai teade “'sretw Brow ond 
‘ Ls Dd abs ~~ = 


Re, a a 5 es iy f Teh ga A) a “pent ene Efe stash a) nel 


it. oe shes 
| So ug. Achy iy EL a OE ey “Dts ee EAS ye 


5 ley aty 2 8 Biss nae 


. aM cr spfehe tg ae Ny Hart etstywo* oF he Oe De® We Pie” e 


OW: 
i as <tr % 
: 7 a ARS ‘Agta tei Tiggise acnigie } ari ortok peise Pi 


| : ott rhe Us Sia: Bree 7 
“ , AE Pte, 3 be 7 if be 3 a Chet ros ef fae! ey ee ones ut 4 Co eed: Ow: 
; oa BB86 ane 2 +} Noe ti ip on, ah 
le o ; 

ni peak “ay ot snes ee i oe LG apie ie Kacy ures ae aes is - : . 

IwpTAd Mock, f ARS BOE cel 


ear Qa Boe ent 


61 eta 


: 2 in ae ante u ek 
\ sagan dds, i “rien 


» esqd or bats acs 
| 5 eae Tria an apeie atta trae May alate ciey nT oe ce PMs ih gi [vail 


ax" ee re 
Hoe ae 


B*. 4 £6) 
| . pbdhag sbne Hew eee 48 bee LEeege he 
iy ‘ =P 
40 ‘jo & > ao. sTi vps? : 
ssifjadyue of exeqgiae, ie GUOLY: SAO). Tes 


Bag oga , Sees one 


oe 
¥i grees 


reer CA eee ae 
ete ve THe err ort <ob isd . Re & 
5 ; 

: im BitnytTs.. 18 ne 
he es pants St aaa ; ‘ 


; ie dar 
at eae ae reg fh <t Calera bes atin feet ee 


fy ea? a a: er 
" taaite 3 Srey: , 8 Gd: ate" wont sO tae, V ye roe ca Mi 


: 32 A 
, Hf. de. Kode apie i. canoe 3Y or kee at 
atcedy “tard: SERIE ee. Ney Set SOM ea we. Kr fi 


cawd * \ act) t at 
aH% io anis fHredire ee HOT, LH, reper tas POHL. a ay qe f re 


7 ayo esaeW 
Peed wild datwet’ TO Nee sit, ke SRS AM = 
oeofigorfimk ateid sad sect oi nely 


: “s 4 
phodyie. ta weadtt 6 Retnlog I date sor ob t 


- 


- 


= 2391]. Mr. Brown, cr-ex 


in particular. Again, somebody later on may discuss 
rates, 

Q. I know, but I would just as soon exhaust this 
with you, Mr. Brown, because this is what you wrote, 
Now, don't you think that the first thing that Has tte 
be determined is what the fact is, whether or not the 
grain is being carried at a loss? Isn't that the first 
thing to be determined? 

A. I would say yes. 

Q. And if it is not being carried at a Logs, then 
any idea that you have here that you should have some 
subsidy, either federally, out of the national treasury, 
or by other shippers, that of course would become un- 
important if the grain rates now are Quite compensatory? 

wt Quite right. 

Qe So that you mean no more; sDitake “ity Mr: 
Brown, and the Government of British Columbia means no 
more, than that if it is proved that the grain rates 
are carried at a loss, then you say you have certain 
views about it? 

A. Thsteiserighe: 

MR. BRAZIER: I do not like my learned friend 
reading grain rates in there. We are not referring to 
grain rates at all, but any rates now being carried at 
& loss. We are not suggesting grain rates are ata 
boss, 

MR. O'DONNELL: Any rate includes a grain rate, 
presumably. 

MR. BRAZIER: It includes all rates on which 


the railways are now carrying at a loss. 
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MR. FRAWLEY: That is right. 

Q. And the whole paragraph becomes quite unimportant; 
-- I use that word very respectfully -- if it should 
happen that grain rates, anyway, if you will allow me to 
still talk about them, are not carried at a loss; that 
Lesptehts tent it? 

A. Les. 

Q. Thank you. 

CROSS-EXAMINED BY MR. EVANS 

Q. Mr. Brown, may I clear away two or three little 
questions about these graphs and tables before I proceed? 
WVilliyou turn.to Table. 6. Examining that with you, I 
have in mind the statement made on page 7 which says, 
in effect, with regard to highway competition, British 
Columbia is at some disadvantage as compared with other 
provinces; then on page 8, as you recall, your brief 
makes comparisons of the relationship between employment 
in highway operation and employment in railway opera- 
tions, which you think, as I gather, is to the effect 
that that disadvantage about which you are talking is 
inet tect. shown:.am Ip right in my conclusions? 

A. All I am suggesting there, we were unable to 
get completely satisfactory statistics, and I am sug- 
gesting that is indicative; I do not say that --- 

7 Then will you turn to T&ble 6 and examine it 
With me. I. hope you will check me on this. 1 made 
some very rough calculations of the percentage of total 
employment in the trucking industry, and I put those 
down in my copy beneath the heading, "Trucking employ- 
ment to railway employment." You see, I just put 


those in there. I suggest to you that the percentage 
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of employment engaged in the trucking industry in British 
Columbia is approximately .94 of one per cent. You 
can check me later. 

A. All right, I will just make a note "ore" t. 

Q. And I suggest also that Alberta shows approxi- 
mately 1.12 per cent, Saskatchewan .822 per cent, 
Menitoba .95 per cent, Ontario 1.02 per cent, Quebec 
and New Brunswick both almost an even one per cent each, 
Nova Scotia 1.035 per cent, and Prince Edward Island 
.73 of one per cent. Now, in view of those figures, 
and assuming that my arithmetic is not too bad, would 
it not be a fair inference that British Columbia, and 
ti Tact) mos tuor the provinces, show a remarkably 
Similar proportion of those gainfully employed who 
are engaged in the trucking industry? 

A. Well, your statement I think is correct taken 
as iG.18 givens but that probably is not the whole Story. 

Q. Well, I am only taking the approach you made 
a little more GCAvVecvly; tha tik sal Ty 

A, Well, you see, the point that I was trying to 
make was originally that more of the population of 
British Columbia have to devote their efforts to 
transportation, proportionately more of the employed 
are engaged in transportation than is so in other places. 

Q. I quite folj9v. 

A. Now, presumably, since we have a greater 
percentage of the total of our population engaged Ip 
transportation in general, we should have, if everything 
else is equal, a greater percentage of thos engaged in 
trucking than any of the other places. 

Q. YOu think that follows, do you? 


A. Well, I mean, if you had an equal distribution, 
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if you had an equal distribution between the agencies. 
It your total ds greater, therefore your parts must be 
greater. 

on Well, I suggest to you that the reverse is true; 
whereas in British Columbia your populated areas are 
concentrated in a relatively small part of the total area 
of the province, wouldn't that work the other way on that 
proposal of yours? 

dee, Well, no, I do not think so. 

Q. 120u (do not, think"sa7 

ie No; [think not. The figures are limited to 
some extent; within the limitation of the daca, as 1 sav. 
more people have to engage in transportation generally. 

Q. Then let me ask you this: why, then, in support- 
ing this statement that British Columbia was at some dis- 
advantage with regard to highway competition, instead of 
relating the percentage engaged in trucking and railway 
to railway employment, why then didn't you relate the 
percentage engaged in trucking to the total engaged in 
transportation? You see, railway employment is, per- 
centagewise to total employment in British Columbia, 
quite a lot lower than in a great many other provinces? 

A. Theat is true. 

i). And so in expressing your trucking employment 
to railway employment you did not give quite the 
relationship that you are telling me now you think should 
be given, did you? 

AY Well, if we compare British Columbia and 
Ontario -- I did not make any comparison between the 
Other provinces -- if you compare British Columbia and 


Ontario you have approximately the same percentage of 
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people employed in railways -- not quite. 

Q. Well, at all €vents, the figures speak for 
themselves? 

gp Yes. 

Q. Then would you turn to --- 


THE CHAIRMAN: Before you leave that item, Mr. 
Evans, would you make it a little clearer to us what is 
the relation of those percentages that you worked out? 
You see, it is under the heading, as I understand tet Os 
"trucking employment to railway employment"; is that 
right? 

MR. EVANS: No; that is what the witness had 
On his table, but my suggestion to him was that if you 
express the number engaged in trucking and cartage opera- 
B10ns in british Columbia ~-<« 

THE CHAIRMAN: You mean out of the whole em- 
ployable population? 

MR. EVANS: Yes -- as a percentage of the 
gainfully employed, you will find that British Columbia 
has relatively the sane percentage of its gainfully 
employed, employed in trucking operations. 

THE CHAIRMAN: In trucking operations? 

MR. EVANS: Yes. 

THE CHAIRMAN: As the other provinces? 

MR. EVANS: Yes, as the other provinces. 

COMMISSIONER INNIS: That is, you suggest 
trucking employment to total employment instead of to 


railway employment. 


MR. EVANS: Yes. I would have thought that 


that would be a little bit better picture of the 


relationship which the motor industry in British Columbia 
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bore to other provinces. 

MR. FRAWLEY: Is it item e, Mr. Evans, item 2 
compared to item 8? 

MR. EVANS: Well, you express item 2 as a per- 
centage of total employment. 

Mr. FRAWLEY: Nose thet. 1s Pei Ga 

Mr. EVANS: Q. Then if I might turn in passing 
to the chart, this is chart No. 5. i dia nos haves 
very clear note of what you said about that chart, and I 
want you to correct me if I am not rignt about ge, but 7 
gather that you say, in the fact that the disconnected 
line representing net ton miles and the line joined by 
the little circles, of passenger miles, had crossed the 
line represented by man-hours, that that indicated that 
management was meeting with greater efficiency the 
cost of the railway operations; was that your view? 

A. It indicated a technological improvement, yes. 
You required less mar hours to render the same amount of 
work, 

Q. I thought perhaps you might have said -- and I 
want you to again check me if I am wrong on this «= that 
the wartime period represents a rumber of factors that 
are hardly related to that subject, and one of them is 
the carloading order; wouldn't that be a very important 
factor, where you get a very much higher average load 
per car under the war measure regulations? 


A, Oh, I think it was a factor, yes, I suggested 


that. 

Q. It would be a very considerable factor, would 
it not? 

te Well, I have no way of knowing how large a 


‘factor. I think I suggested larger box cars as one, 
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and presumably heavier loading and faster train schedules 
and more powerful locomotives as being some of the under- 
lying --- 

Q. I quite agree with you that there has been that 
increasing efficiency. I am suggesting that perhaps 
chet line ts a little distorted, having regard to some of 
the wartime factors that operated and which were of very 
substantial importance. 

A. Well, the only answer I can give to you would 
be to refer you back to chart 4. 

Q. Couldn't you say whether you thought that would 
be a factor? 

A. Well, perhaps I can answer you by going back 
to chart 4. In chart 4 you have the relationship between 
freight locomotive miles and net ton miles, and if you 
Start off say with the years 1938, 1939, 1940, 1941, 
1942, 1943 and so on, right up through the whole war 
period and the years preceding that, you will find a 
very, very close relationship between the amount of 
input of work, if you like, expressed in locomotive miles, 
and the output of service in terms of ton miles. Now, 

I do not know whether I can see any evidence there of 
heavier loading to any great extent. 

Q. May I suggest this to you, that if there were 
& very substantial increase in the average car loading 
it would show in that chart 5? 

A, Oh, I would not question that. 

Q. And I am suggesting to you that that was true 


during the war? 
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A. Yes, I think that statement is true. The only 
question is to what extent, 1 think: 

Q. Oh, of course. I am not asking you to assess 
it, because I could not expect you tc. Now, my friends 
have been spending some little time with you on this coste 
of-service principle, and TI must say that I have still a 
little doubt. i oWwill try not. to duplicate, but would 
this be what you have in mina: first, you have not in 
mind adjusting rates regionally to reflect regional costs? 

A, No, I have not. 

Q. Then would this be it, that you have in mind 
the same rate throughout Canada for every commodity? 

A, Well --- 

Q. I am sorry: for the same commodity the same 
rate throughout Canada? 

A, Yes. 

Q. And the way you would establish that rate would 
be to study the cost of carrying that commodity? 

A, Correct == as close as you can determine. 

Q. So that what you would do -~ and I want you 
to correct me if I am wrong, because I am only trying to 
get what you propose -- you would take, for example, 
boots and shoes, and you would study the cost of moving 
boots and shoes wherever they may be moved in Canada as 
& separate study? 

A, Well, if you bring 1t down to such a small 
item as that, I presume the classification of commodities 
which you now have is an attempt to reflect somewhat 
the differences in characteristics of these various 
commodities. I doubt very much whether you could boil 
it down to the cost of moving just boots and shoes 
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Q. Well, I was just a little in doubt as to how 
far down you would have to go; would you keep the present 
classification? 

A, Well, I could not say that; I am not sufficiently 
familiar with the present classification. 

Q I think you intimated a minute ago that you 
felt that the present classification contained a GVO LOR 
the elements of cost in the way the goods were classified? 

A, I think probably they do, to some extent. 

Q. i’ agree with you on that. Would you agree with 
this, that people who talk of the value-of-service 
principle or what the traffic will bear are rather in- 
Clined to think that that is the only factor in the 
present freight rate structure, and that they overlook 
sometimes that there are these cost factors, not accurate- 
ly evaluated but represented in the classification? 

A. I would agree. 

Q. And then it really narrows itself down to this, 
does it not, that the difference between what the present 
structure amounts to and what you propose is that you 
would give no value to the value of service, “and lyow would 
lift what is now perhaps a proportion of cost factor 
into the hundred per cent? 

A, Essentially, yes. 

Q. Now, you speak on page 9 of the ability of 
management to have a relatively constant level of costs? 

A, I am sorry, I did not --- 

Q. A relatively constant level of costs of per- 
forming a service? 


A, I did not hear the first part of your sentence, 


I am sorry. 
(Page 2402 fdlows) 
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Q On page 9 you Suggest that management has the 
ability to keep relatively constant the costs in relation 
to the volume of traffic, the costs of Service, over a 
long period? 

Yes. 

Q Is it possible that in dealing with this sub ject 
you could have overlooked the difference between expendi - 
ture by management in providing service and the cost of 
providing service? 

A Well, that is a point. Presumably year by year 
management must have, over such a long period of years, 
pretty well covered their costs in view of the fact that 
generally they declare a small DEOLLT ; 

Q Would you agree that as time BOCES of 1b is 4 
progressively smaller profit, because I was about to put 
that to you next? 

A Well, perhaps you had better ask that question 
again. I do not think I can -- 

Q What I am Suggesting to you - and I think you have 
assented to it - is that there waS perhaps some tendency 
to treat the expression "cost of Service" as being 
Synonymous with expenditures in providing service? 

A Yes, this is what they expended. That is quite 
correct, but assuming again that it must have been fairly 
close to cost, Otherwise they would not have taken the 
PaDerty of -- 

Q I think you will agree with me thus far, that 
in a period of rising costs and no increase in rates 
Management, keeping its expenditures at a constant per- 


centage of its revenues, would perform less and less work 
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and give a lower and lower quality of service? 

A That may be true. 

Q I only put that to you to illustrate the difference 
between expenditures and cost, and I was going to put this 
further question to you. I Suggest that in the event that 
Peaescribe, that us.vto Say, where your quality of service 
is going down because of management keeping its expendi- 
tures down, that in that case the cost of service might 
ultimately be higher than it otherwise would be? 

A I tried to answer your position, and apparently 
not too successfully, on page 14, the last complete para- 
graph. I suggest there that: 

"First it does not seem reasonable to suppose 

that any portion of the normal maintenance expenses 

which might have been shifted from bad to good times 

throughout such a lengthy period would have been of 
sufficient dimensions to materially eaves the fore- 
going relationship of cost and input. 

THE CHAIRMAN: Q. Where is that? 

The last complete paragraph, 

Page 14? 

1esy 


Where? 


= 2 fe 


Starting with the words, "two observations follow." 
MR. EVANS: Q. Have you made a study of the pail- 
way Situation in the United States? 

A Pardon? 

Q Have you made a study of the railway situation 
in the United States by any chance? 


A No. 
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Q Because I suggest to you that is exactly what did 
happen in the United States, that they went downhill over 
a long period of years, and there were a series of bank- 
ruptcies in the depression years of the thirties, and I 
Suggest to you that it is possible for a railway to go 
downhill over a long period, and that notwithstanding 
this so-called ability of management to control its 
expenses, Would you agree with that? 

THE CHAIRMAN: Pardon me. Would you tell me what 
you mean by "downhill"? 

MR. EVANS: I mean that the quality of service and 
the maintenance, the condition of the property, goes down- 
hill until there is a condition of bankruptcy, and there 
has been in a large number of cases in the United States, 

THE WITNESS: I believe that is possible, 

MR. EVANS: Q. So I think it would be fair to 
put it to you that it is very difficult to generalize on 
the ability of Management to control expenses? 

A To control expenses? 

Q Yes. 

A Again we are discussing whether it is expenses, 
costs or expenditures You are saying, 

Q There is a vast difference, I thought we had 
pretty well agreed that there might not be the ability to 
control costs but there might be the ability to control 
expenses. All I am suggesting to you is that it is pretty 
difficult to generalize on a subject of that kind, 

A All I have to go on is the material I have before 
me. I would be in no position to know the physical condi- 


tion of either of the railways, or any of the railways, 
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whether they have been adequately maintained or better 
than average maintenance or poorer than average mainten- 
ance, 

Q Now then, onpage 11 there is an extract there 
from Professor Healy's book, I believe ite 184 Niandeie 
begins: 

"It appears then, that so far as class Leraliroads 
are concerned, only at the very lightest densities of 
traffic can gross-ton-miles or car-miles of traffic 
be added without incurring almost the full average 
expense per unit," 

When was that book written? 

A The press and the date, and so on, are given at 
the bottom of the page, Ronald Press, New York, 1940. 

Q@ Oh, I am sorry, 1940, Have you seen the studies 
the Interstate Commerce Commission has made on that sub- 
Ject of variable costs? 

A No, unfortunately I have not. 

Q I suggest to you they are extremely informative. 
Mr. Frawley put a question to you this morning that I 
thought indicated perhaps a little confusion. You will 
forgive me if I put it to you in a little different form, 
Would you not agree that the question of density as a 
factor in evaluating variability of costs is not the 
factor of absolute density but of capacity? 

A I am not quite clear on what you are asking, 

Q For example, Mr. Frawley put it to you this morning 
that the density on the Canadian Pacific was 50 per cent 
of the average densi ty of the class 1 roads in the United 


States. He referred to Mr. Newman's evidence. 
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MR. FRAWLEY: That was my friend, Mr, Shepard. 
MR. EVANS: Oh, was it? 
MR. SHEPARD: That is quite all right, 
MR. EVANS: Q. I am Suggesting to you that that 
would be an example of what I mean by absolute density? 
A You are thinking of relative density? 


Q That is to say, density measured in gross-ton- 


A Per mile of line? 

Q Yes. 

A Yes, 

Q That would be what I consider to be absolute 
density? 

A ‘Righe, 

Q And what would be the capacity of a given line 
would be a far more important factor in measuring varia- 
bility of costs than absolute density? 

A I believe that you are Suggesting that if a rail- 
way is adjusted to its traffic, and then if the traffic 
falls short of that adjustment you are in difficulties. 

Q Wel) em not Suggesting anything particularly, 
but merely that there is Some tendency to look upon 
absolute density as having importance as a factor in 
determining the extent to which costs are variable with 
traffic, and I am suggesting to you that a great many 
writers, and I am also Suggesting that my friend, Mr, 
Shepard, has perhaps overlooked the plain implication of 
the Interstate Commerce Commission study that capacity 
and not absolute density is the biggest factor? 


A I would agree generally with that. 
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Q Yes. If you have not read these studies of the 
Interstate Commerce Commission, I Suggest to you that the 
variation due to density - I am Speaking now in terms of 
capacity and not absolute density =. 1s relatively small, 
according to the Interstate Commerce Commission. I Suppose 
there is not much use asking you that if you have not read 
dito 

A i have not read it. 

Q Then I will pass on. On page 16 - before I go to 
that may I talk about page 15, I think it was either 
Mr. Frawley or Mr. Shepard asked you some questions about 
the statement as to the wide differentials in rates. That 
appears in the third line of the last paragraph. 

THE CHAIRMAN: On page 15? 

MR. EVANS: Page 15, 

THE WITNESS: Eliminating differentials, Pricing , 
Peal hat? 

MR. EVANS: Q. Yes. It begins with the words, 
"if the premise is accepted", and so on, and then it says: 

"One can no longer, on this basis, justify the wide 

differentials in rates." 

I want you to correct me if I am wrong, but I made this 
note, that when you were asked to give an example of what 
you meant there you felt that -- 

THE CHAIRMAN: What he meant by the "wide 
differentials in rates"? 

MR. EVANS: Yes -- that you, felt that lees. than 
carload movements averaging 3.6 tons per car would be 
about one-tenth of the average load per car, and that 


therefore there Should be a ten to one differential in 
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rates between less than carload and carload Graffic, That 
was the note I made Opposite that, 

THE WITNESS: That was not what I had in mind when 
we were discussing differentials in rates in that para- 
graph. 

MR. EVANS: ©. It is that point I want to ask you 
about. I want to get you to enlarge on it. You said that 
there was a Study by Professor Healy in 1932, referred to 
at page 165 of his book? 

A Right, 

THE CHAIRMAN: What page are you on now? 

MR. EVANS: I had a note Opposite that point on 
page 15, and I am afraid I may have it in the wrong place, 

THE CHAIRMAN: Professor Healy is somewhere else, 

MR. EVANS: I had a note that the witness, in reply 
to cross-examination, had expressed the view that carload 
rates should be one-tenth of less than carload rates for 
the same commodities because the average less than carload 
car was 3.6 tons, and the average carload was 35 tons. 

THE WITNESS: Perhaps I cannot quote what I said, 
but I was Suggesting that it was quite possible that there 
can be a considerable difference in rates between commodi- 
ties, and yet meet With the general principle of cost of 
Service, 

Q I was not concerned with that at the moment. I 
Was going to come to that on the next page, but did I 
understand your evidence correctly that you felt that 
because you could carry 3.6 tons on the average of less 
than carload traffic in a car compared with the average 


of 35 tons, that the rate on l.c.1l. traffic should be ten 
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times the rate on the same commodity carried in carloads? 

A ido not: say Specifically that it Should be ten 
times. There are probably other factors besides what you 
can load into a car, JI am Suggesting that because of the 
rather usual differences that do exist in what you can 
load into a car there can be a considerable spread in 
rates and still meet with the general proposition, 

Q Would you Seriously suggest that a railway could 
charge ten times as much, or anything approximating that, 
for less than carload freight as for carload freight? 

Well, I really don't know that I can answer that 
question Specifically. 

Q If you have no views on that I will not DIEeSs. 25, 
I thought you had Said something like that to one of my 
friends, Otherwise I would not have asked you about AL Ox 

A I am not sure I fully understand your present 
question. Perhaps we should Start again, 

Q I am sure I am deficient in the way Iam putting 
it to you, but you will appreciate that I only made a 
rough note at the time, and my note was that you referred 
to Professor Healy's book at page 165? 

A That is quite rignt. 

Q And you stated that the average less than carload 
car had a load of 3.6 tons. You recall that? 

A That is right. 

Q And that the average load in cars of carload move- 
Ments was 35 tons? 

A That is right. 

Q And that the conclusion you drew from that was that 


‘you could then assume that the rates on less than carload 
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would be ten times ag great as on carloads. if you dia 
not, I will pass on, 

A I think the only assumption I made was that there 
might actually be a Spread probably as great as ten to 
one between the rates. 

THE CHAIRMAN: "But aid you say that Professor 
Healy gave that opinion? 

A No. 

MR. EVANS: Q. JI think you were just referring 
to the studies? 

A I just referred to his Statement of the average 
carload in the United States, and I said on the basis of 
that -- 

THE CHAIRMAN: Q. You mean 3.6 being about 10 per 
cent. of 357 

Yes, and that on the basis of that it would look 
on the surface as if you could have a spread of rates 
between commodities as great as ten to one, or Something 
of that order, 

MR. EVANS: Q, Perhaps I should not have stopped 
on that. On the same page, page 15, there is a paragraph 
reading: 

"If the present pricing is accepted as valid, it 
appears to create two dilemmas. First, there is pro- 
duced a series of regional differences in rates which 
can hardly be considered anything else but discrimin- 
atory." 

I hope I am agaim correctly recalling what you said, but 
T thought you indicated that that part beginning "first 


there is produced sa series of regional differences", had 
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particular reference to the differences in the class rates 
regionally? 

A That is right, 

Q And I am interested to know whether you feel that 
those differences are attributable to the present value 
of service principle as applied to rate making? 

A Well, I don't know -- 

THE CHAIRMAN: I want to make sure that we have it 
right. Do you think that the word "class" should be 
inserted there so that it would read, "there is produced a 
Series of regional differences Ineelase rates 7 

MR. EVANS: No, Sir, | Am not Saying that. 

THE CHAIRMAN: You used the word velasa’, 

MR. EVANS: I wanted to know what he meant. He 
rather indicated that he had class rates particularly in 
mind. 

THE WITNESS: ves: particularly in mind, but there 
might be other rates that would fulfil that. 

MR. EVANS: Q, I wondered whether there was an 
inference there that that was a consequence of the present 
pricing policy which is related to value of service? 

A I would say more or less so, 

Q Well, is it more or is it less? 

A More so, 

Q You think that accounts for the difference, for 
example, between east and west in the class rates? 

A tee. ot, is because of the, shall we Say ,monopoly 
pricing that you have to some extent that permits you to 
Charge differential prices in one area compared to another 


area. There is nothing unusual about that. 
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Q That can hardly be described as due to the value 
of service principle? 

A Well, if you have to move Something I suppose that 
is value of service. You pay what it is necessary to get 
the thing moved, 

Q Your view on that and mine perhaps differ. How- 
ever, we need not spend any time on that unless you par - 
ticularly want to. On page 16 at the top of the page the 
following paragraph appears: 

"Where a situation of Joint costs exists, the 
problem of pricing each of the services might be 
related to their respective elasticities of demand, 
but again with the long run average costs being met 
by the combined traffic." 

I gather that that Provides what might be called the 
principal exception to the application of the cost of 
Service principle, which you propose. Would that be 


right? 
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A; Well, T do not know whether you would consider 
it actually an exception. I do not know how you 
interpret the word. I do not know what you mean by 
"exception, " 
Q... Well, Supposing you interpret it. 
Me:  a& te sro. had empty cars, and Say they are returning 
and the total costs were $100 for a complete movement from 
A to B, and from B back to A, depending on the demand on 
the traffic from 4 to B, and B to A, it might be permissible 
to charge A to B (O per cent, and from B Deck. hOwies, oO 
per cent. 
Q. ‘nd that would be due to unused capacity in the 
way of empty cars? 
Fie ALC Gua 
Q. Suppose the character of the movement changed. 
Would you then be forced to take up this low rate of 30 
per cent, put in, to take advantage of that unused 
Capacity? 
A. I suppose you would. But once again, you would 
have to face the Situation if, and, when it arose. 
Q. But would you face it by taking it out, in your view? 
Poe Letsus see .if I.follow you. lI presume, in the first 
instance, there were full cars going from A to B, and empty 
Cars coming from B to A. And as time goes on, you have 
full cars coming from B to A,not necessarily empties? 
Q. What would 1t- do with your especially low rate? 
A. That is the low rate from B to A 
Q. Yes, | 
A. If the total combined costs changed as a result of 


@ Change in the traffic, I suppose there would have to be some 
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adjustment made. 

Q. You speak of the total combined costs. Before we 
neave achat: cre thought we were dealing not with local or 
regional costs, but with the over-all costs? 

A. I am merely discussing the long run average costs 
which have to be broken down and applied to some particular 
Segment of the traffic. 

Q. Yes. And having done that, and having arrived at 
a one-way empty movement, and having established a rate which 
was a lower rate, lower than the rate in the other direction? 

A. But it would be a different type of stratLine.. oF 
course ; would it not? 

Q. I am assuming. I do not know what you have in mind; 
but would you then take that rate out, when the demand for the 
Services in the other direction picked Gus? 

A. Well, I would have to make a number of assumptions. 
It would be difficult to consider all of them, presumably if 
there was more traffic; if there was an increase in trafiric 
in one direction from A to B; if A to B continued to increase, 
then you would be all right. But the traffic that you are 
worried about: If you are charing somewhat less than average 
costs from B to A, and that increased more than from A to tes 
then what would you do? Well, I suppose, in one sense, you 
might say elasticity of demand has probably changed, and 
you might then be in a position to make the necessary 
adjustments. 

Q. You would have to take out the low rate? 

A. I would have to take out the low rate, yes. 

Q. And I rather gathered that you felt that that was* 
not a good thing to do? Because you said ~ think’ at one 


Stage, that particularly, in the case of commodity and 
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competitive rates, at page 17: 
ae that any sudden change in the present rate 
Structure would create major dislocations in LOCUS Dray ee 

And would have to be done in a slow and gradual manner; and 

especially would this be true in the case of commodity and 

competitive rates? 

THE CHAIRMAN: Where is that? 

MR. EVANS: 2. Page 17, about the middle of the 
page; and I gathered that you felt that that kind of rate 
making was to be deplored? 

A Yes. Again we have to consider hypothetical cases. 
Where the elasticity of demand is Such that you have mezzos, 
by making a somewhat different rate than the ones we are 
comparing to; and gradually, over time, there is a new set 
of circumstances which have arisen, and presumably you would 
have to meet them. But I think that even the average long- 
run rates may acquire adjustment gradually, up and down. I 
do not thinkyou can have a Static situation such as to allow 
for variations or changes, I think that in some cases you 
can make changes without creating too much @isturbance 
and the situation which we have before us might be one in 
which a change in rate would not create any disturbance; 
or, it might be one which would create a rather severe 
disturbance. Those would be factors which would have to be 
Considered at that time. 

Q. That would all be something for the Board of 
Transport Commissioners, I presume? 

A. Presumably. 

THE CHAIRMAN: ©. Mr. Brown, you seem to have in 


mind the competitive and commodity rates especially? 
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A. Sorry. 

@. You seem to have in mind, when you Spoke against 
Sudden changes, the case of competitive and commodity rates, 
especially? 

A. Particularly, 

Q@. You said that especially would this be true in the 
case of competitive and commodity rates, 

MR. EVANS: And they move most of the traffic in the 
country, those commodity and competitive rates. 

THE CHAIRMAN: Yes, 

MR. EVANS: Q. Now, to proceed with an examination 
of that first paragraph on page 16. What have you in mind 
when you state "joint costs," 

A. Joint costs? Probably two illustrations; that would 
be empty cars returning and unused capacity on, let us say, 
passenger coaches; that is, in order to take goods from 4 to 
B by means of box Cars, or whatever vehicles you have, you 
Somehow, must get those cars back from B to A; and the total 
cost is involved in 4 to B and B back to A; and I consider 
the cost of moving/S back to A is probably a joint cost. 

You have incurred that cost whether you wanted to or not. 

@. You would not consider it was a cost to be shared 
by a number of classes? 

A. No; that would be a common cost. 

Q. Have you any views as to how those common costs would 
be divided, in your cost of service principle? 

A. I will admit it is not easy to apportion common 
costs. I will grant you that. 

Q. You have no views as to how you are going to go about 


doing that? 
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A. No, 

Q. There was one other Statement which I got from your 
cross examination, and that was: that wou, Tei) tha tiettie 
railways should have some latitude in meeting competition. 

A. Yes, some, 

Q. Now then, the test which I think you applied was: 
that the railway if it chose to meet competition, would have 
BQumeet it. by foregoing a part of what yourtall profiteor 
return on investment. Now then, DB edidinet quite gather how 
far you carried that; that is to Say, assuming that the Board 
had determined that the Canadian Pacific should have, let us 
Say, an 8 per cent returneonits investment, and it had to meet 
competition; and if it met competition to the extent that would 
reduce that return to ( per cent, your view would be, thet 7¢ 
could no longer go to the Board and say: We must have an 
increase in rates in order to get our 8 per cent? 

A.» That is right, 

Q. That is your view. Now, I suggest that that view 
is a pretty harsh doctrine. You see what you are doing there: 
First, you are Saying to the Pallwayss Yowlmey yet you choose, 
meet competition; but if you do, that comes out of your prorit. 
But if you don't, well, you will get no profit if any case; 
you lose the traffic; and. vet, you put the railway, I suggest 
to you, on the horns of a dilemma. You have really given them 
no freedom of action at Gcbd. ee Mite Ae theoretically impossible 
that they would lose all their profit by having enough 
Competition? 

A.» That.is theoretically possible; and other agencies 
Could move all the traffic better and cheaper than they could, 
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choose to meet competition, and assuming that it contributed 
Something more than expenses in providing theservice to 

get the traffic, you would be penalizing them by saying that 
they could only choose to meet that by taking a cut in 

their over-all profit? 

A, I think the only alternative you have, soraceunse, te 
eOuprice onvasbasis.of what: jou might call out-of-pocket 
costs, and try to recover what you lost there from somewhere 
else. I suggest you cannot do that for too much tranhtic, 
or again, you won't have any profit. 

Q. So you are really coming back and saying that costs 
do vary 100 per cent with the traffic? 

A. That is essential. 

Q@. And in that respect you differ from the I.C.C., which 
found it to be an 80 to 90 per cent variation? 

Ae <Aowouldssayi4t was’ quite 4 bit; 

Q. It makes a great deal of difference to me in this 
present discussion. Would you say it was 85 to 90 per cent ? 

A. That would give you 10 per cent leeway. 

Q. And you have also a leeway on the investment. You 
have not dealt with fixed charges but only with operating 
expenses, and return on investment? 

A. Return on investment would probably be cost. 

Q. In a »>road sense, cost; but in the sense we are 
discussing it, it is sometimes known as profit or return; 
and I think you will agree that the studies of Professor 

and others 
Healy/have been treated with respect to operating expenses, 
and have not been taking into account all the other factors 
that we regard are ultimately cost? 

A. I think that Professor Clark - there is some 


evidence to suggest that they also vary almost as much as 
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Operating expenses. 

Q. You think that Professor Clark agreed with you on 
that? 

A. I think Professor Clark Suggests that the investment 
costs vary almost as much as the Operating costs. Personally, 
I have not any very precise Opinicn-onthe matter because T 
have not investigated that DOrrion or 1b 

Q. But would you not agree with me that fixed 
charges tend to go up in depression times, and to go dow 
in good times? Isn't that a reverse of the cycle? 

A. I could not answer the question at the moment. 

THE CHAIRMAN: What was that? 

MR. EVANS: I asked the witness if he did not agree 
with me that the reverse of his Suggestion is true, about 
the fixed charges? 

THE CHAIRMAN: At the present time? 

MR. EVANS: No, in a depression time. 

THE CHATRMAN: Ah. I see. 

THE WITNESS: I have not had a chance to look into 
that aspect of it. I will admit it probably should be done, 
but I have not had a chance to do so. 

MR. EVANS: Then, on page 13, the view is stated 
that motor carriers, through heavy licence fees and by means 
oe" gas tax are paying their proportionate share of the 
cost of construction and maintenance of the public highways; 
and that is supported by the tables which show, as you 
Submit, that the motor operators, as a whole, are paying 
adequate total amounts for the upkeep and maintenance and 
fixed charges, on the highway expenditures. Now then, have 
you ever investigated the question as to how one would go 


about apportioning the cost of maintaining highways as between 
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different classes of business vehicles? 

A. No, I have not had an Opportunity to do that, 

Q. Have you ever heard of Professor C. B. Breed of 
the Massachusetts Institute of Technology? 

A. I lmnow the Institution but not the man. 

Q. I think you would be interested in Professor 
Breed's study. He has made a number of Studies and I suggest 
to you that the mileage or use, the total weight and axle 
weight, the space occupied on the highway, the weight of the 
bridges, the thickness of the slab, the width of the 
travelled portion of the highway, and the grades are all 
related to the. character of the vehicles operating on the 
highways; and I suggest to you further, that until you have 
made a study of all those factors and have had them 
evaluated, it would be, perhaps, a little premature to 
Suggest that the motor carriers are paying their proportionate 
share of the cost of construction and maintenance. Have you 
any different views from that? 

A, Could you give me an opportunity to Study your 
references so that I could look them up? 

Q. I cannot give you the references right now, but if 
you would write to me some time, I would see what I could 
get for you. This is just memory on my part. 

A, Without seeing the studies and material he uses to 
Support his point, I would be at a loss to make any answer 
one way or another, 

Q. But wouldn't it strike you that all of those factors 
would have to be very carefully evaluated? 

A. I really could not say. 


Q. Let us take, for example, the weight of a vehicle, 
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the total weight of a Wenleles Vir 7t is a 20-ton truck, 
it would require a heavier bridge than would a private 
motor car, would it not? 

A. Probably, 

Q. But if it were a 50-foot tractor trailer, it 


would occupy more total Space onthe highway, woulda it not? 


Page 2430 follows 
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a That might or might not be a problem. 

Q. Well, I suggest to you this: perhaps you will 
agree with this, that if you have a 50-foot vehicle on 
the highway the difficul tyeor passing that vehicle for 
& private motor car is greatly increased, is it not? 
You know that from experience? 

A. Yes. 

Q. And therefore your congestion builds up behind 
these heavy vehicles, and does not that then suggest to 
you that you may require an extra lane where you have 
heavy truck travel? 

A. Maybe. 

Q. I mean, there are all those factors, and I 
am merely suggesting to you that they require to be 
evaluated before a conclusion can be drawn. (No 
answer.) 

Q. Now, on the closing page, page 19, there has 
been discussion there about the expenditures on 
canal systems? 

A, Yos, “Sir. 

Q. And you say: "This introduces" -- that is, the 
fact that they do not make a charge? 

A, That is right. 

Q. ~- "an element of unfairness to other regions 
in that the central Provinces not Only enjoy any 
natural advantage attached to this means of transportation, 
but also have had lower than normal rates from all 
forms of transportation", and so on. Now, I am going 
to suggest to you that there is a great deal of unfairness 
in that to the railroads too? 


A, Quite. 
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Q. And that sometimes complaints about the lower 
rates in Eastern Canada put in by the railways as a matter 
of seit preservation, are due to those unfairnesses to 
which you are referring there? 

A. I agree. 

Q. Would you not also agree that that is also true 
if it should be found -- I am not asking you to believe 
it will be, but I am asking, if it should be found «<-{ that 

highways are being provided for competitors of the 
railways at less than the real cost of providing for 
those particular facilities? 

A, I would agree. 

Q. Thank you, Mr. Brown. 

COMMISSIONER ANGUS: Q. You speak at page 18 
of the policy of British Columbia in dealing with highway 
traffic. Are you in a position to say whether a similar 
policy is followed in other provinces? 

A, I am not, sir. Possibly the people from the 
Public Utilities may be able to answer that question. 

Q. The real question is, then, what would the 
position of the railways be if one policy were followed 
in one province and a different policy in another province? 
Should they meet the competition in the province that 
did not tax Ms BEES sae and have different rates 
in the two areas? 

A. I suggested that is the problem of control, 
air, 

THE CHAIRMAN: Now, Mr. Covert and Mr. Brazier, 
it has been suggested here that Mr. Brown may be a bit 
tired now; he has been on the stand all day. It might 


be feasible to let him stand aside while somebody else 
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is being examined. 

MR. BRAZIER: That would be quite satisfactory. 

MR. O'DONNELL: TI had a few questions, but they 
can wait; I have no objection. 

THE CHAIRMAN: It is just for Mr. Brown's 

sake, 

MR. O'MONNELL: JI don't mind; 10 Laced 2ient 
with me. 

THE CHAIRMAN: Are you Wilting to wait? 

MR. O'DONNELL: I am quite prepared to do 
whatever your lordship thinks. 

THE CHAIRMAN: There may be some other questions; 
I do not know. Has anyone else any other questions? 

MR, COVERT: I have some questions, sir. 

COMMISSIONER [NNIS: Mr. Chairman, would it be 
possible to have Mr. Carrothers produce his statement at 
this time? 

MR. COVERT: If that would be suitable to Mr. 
Brown, he might stand aside in the meantime. 

THE CHAIRMAN: You may take a rest, Mr. Brown. 


THE WITNESS: Thank you. 


WILLIAM ALEXANDER CARROTHERS, called 
EXAMINED BY MR, BRAZIER 
Q. Dr. Carrothers, you are Chairman of the Public 
Utilities Board of the Province of British Columbia? 
A. Yes. 


Q. And you have served in that capacity for how 


A, Over ten years. 
Q. Over ten years now. The control of motor 


Carriers in British Columbia comes under the jurisdiction 
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of your Commission? 

A, Yes. We have two Acts to administer, two 
which we administer as a Public Utilities Commission. 

One is the Public Utilities Act, which deals directly 
with publtc utilities, and the other the Motor Carrier 
Act, which deals with motor carriers. 

Q. Under the Motor Carrier Art you have the 
same jurisdictilon and powers as you have under the 
Public Utilities Act? 

Ae Yes. The Motor Carrier Act, of course, is 
designed particularly to meet the peculiar problems of 
the motor carrier industry, but there is a section in 
the Act which gives us the power of the Public Utilities 
Act under the Motor Carrier Act. 

Q. Now, would you in your own words, doctor, tell 
the Commission the general policy followed by the 
Commission in the administration of the Motor Carrier Act? 

A. In that connection, Mr. Chairman, I would like 
to refer to certain sections of the Motor Carrier Act 
which lay down the policy to be followed. One is 
section 7, subsection 2. I am referring to section 36 
of the Statutes of 1939. 

MR. BRAZIER: I might say, Mr. Chairman, I will 

file copies of the Act and Regulations with the Commission. 

THE WITNESS: Section 7 has a heading, 

"Public Convenience and Necessity." That is subsection 
e, and it reads as follows: 

"Upon any application for a licence, the 
Commission may take into consideration, amongst 
other mattersi- 

(a) Any objection to the application for the 


licence made by any person already providing 
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transport facilities, whether by highway, water, air, 
or rail, on the routes or between the places which 
the applicant intends to serve on the ground that 
Suitable facilities are or, if the licence were 
issued, would be in excess of reiquirements, or 

On the ground that any of the conditions of any 
Other licence held by the applicant have not been 
complied with; 

(b) The general effect on other transport 
services and any public interest which may be 
affected by the issue of such licence:" 

Then section 38 deals with general policy also. 

It is headed, "General Supervision of MOtor Carriers," and 
reads as follows: 

“Iteshallybe ‘the duty of the Commission to 
regulate motor carriers with the objects of 
promoting adequate and efficient service and 
reasonable and just charges therefor, and of 
promoting safety on the public highways, and of 
fostering sound economic conditions in the 
transportation business in the Province, and the 
Commission may make such investigations and 
inquiries and such regulations and orders as it 
deems to be necessary for the carrying-out of 
such objects." 

Mr. Chairman, I want to emphasize there the 
reference to other types of transportation, because our 
policy is, in matters of granting of licences and in 
making of rates and tariffs and so on, in fact in any 
regulation which affects any of these other interests, 


there are public hearings held, they are held every 
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Tuesday, and interested parties are notified and 
representatives of the railways, for example, are before 
us quite regularly to inform us as to the Position of 
their clients. I think that is very important in 
relation to our administration as a whole. 

Q. What exemptions are there? Would you just 
describe to the Commission what motor vehicles in the 
province you do regulate at the present time? 

Aes All motor vehicles that ply for hire, either 
passenger or freight, with definite exceptions which 
are listed in the Regulations. They are quite extensive, 
Mr. Chairman, but in general aie vehicle which 
is operated by or for a provincial government or the 
Dominion government or the Government of the United 
States, and vehicles, freight vehiclés, operating solely 
within one municipality, and then we have certain 
specially exempted areas. For instance we have the 
case of where there is a municipality within a municipality, 
and then we exempt the total area. Then where there 
are areas with roads being travelled on, and where they 


are not connected with the general road system of the 


province, those are also exempted. TY think that is 
in general terms. There is such a number of them here, 
Q. Well, generally speaking you do not issue 


licences for the very farthest parts of the province, 
in the north, nor on the coastal region, between Prince 
Rupertand Powell River, and I believe for some of the 
islands off the coast? 

A. That is correct. When we took over the 
administration first the line along the Canadian National 


was exempt, but now we go almost to the northern part 


Of the province. 
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Q. ‘nd you also exempt trucks operating solely 
within a municipal area, 

A. That is correct; but not passenger vehicles -- 
apart from taxis; they are Specially exempt. 

Q. The one exception to that is in the city of 
Victoria, I understand, where you have several municipali- 


ties within the greater eity of Victoria 


A. Yes; we have a five-mile limit there from the 
City Hall. 
Q. Now, what is the general principle followed 


in the setting or approving of rates for motor carriers 
in, this provinee? 

A. The rates are filed in general with the 
Commission. We have one or two prescribed rates; «but 
in general they are filed by the carrier. The applica- 
tion is made for filing Dyn the, carrier;-and-this.is 
investigated in the field either by one of our inspectors 
Or by our rates examiner or both, and what we try Lo 
do is get the carriers in 2 particular area together so 
that they agree on a common t2riff. then, that. is 
further examined by the superintendent and also by the 
Commission, and is granted or otherwise. 

Q. Now, do you generally attempt to apply the 
cost-of-service principle: 

Ay We attempt todo that as far as the data permits. 


We believe that that should be the basis of the PALE 3 


Q. That is the general policy you strive for 
A. That is correct. 
Q. Now, you have certain questions ariSing in 


regard to interprovincial trucking and also as between 


British Columbia and the United States. Would you 
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describe briefly to the Paes ston wks general policy 
in that regard 

A. Well, with regard to that, we have the 
boundary between here and Alberta, also the Yukon and the 
United States, the ‘tate or Woshington in particular, and 
in the matter of licensing, if they wish to come in sey 
to Vancouver, we treat them in the same way as we would 
one of our own carriers operating from Vancouver say to 
peattle. A carrier can come in once a month into the 
province without either permit or licence from any of 
these areas, and the reason for that is that quite 
frequently a carrier will not know about the regulations, 
and it is very inconvenient for him to be stopped at 
the border. Then after he has made this trip he either 
has to get a permit or a licence, and we decide on the 
basis of public convenience and necessity whether he gets 
what or not . 

Q. And if it is a foreign carrier, do they file 
Peri trs with you, “the samecas 222 

A. Well, they file them in the sense that they 


are filed for our information, not for approval. 


Q. You do not approve of those: 

A No, except within our own territory. 
Q. Except within your own territory 

A yess 


Q. That portion of the route that is within your 
own territory? 

A, That is eorrect:: 

Q. Now, would you say that generally speaking 
the trucking industry in this province is competitive 


With the railways? 
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A. To a certain extent, -- that is, where there 
are roads parallelling the railways, but over the larger 
part of the province there is not any competition. 

Q . No competition for the Cec iwave at “s.14). He 
understand particularly the Canadian Pacific Railway 
Own Or control cert2in trucking lines in the province of 
British Columbia? 

A. Rares 

Q. Could you give the Commission some particulars 


of those lines? 


A. Well, one important one igs the Island Freight 
Lines. It covers the whole of the island... Or practically 
SO. 

Q. That is, the whole of Vancouver Island? 

A. Yes, and Dench of Canada, -- that is the 
name of the company -- they operate from Creston through 


to the Alberta boundary; and what is known ag the 
O.K. Valley Freight Lines, which operates in the 
Southern part of the Okanagan Valley. i tnink that A6 
all that the C.P.R. are interested in. 

Q. I understand as far as those operations are 
concerned you place special conditions on the licences? 

hi 3 Not on those, I mean not different from the 
conditions we place on all other licencees. They come 
under the Motor Carrier Act in the same way as any 
Ordinary licence. 

Q. And are they permitted to carry freight 
in competition to the railways? 

A. Yes. 
Q. If the railways applied for a licence for 


uv 


themselves would you grant them a licence unless they 
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were carrying it partly by rail? 

A. We have not done so go Peary. Chae 4s: our 
present policy. 

Miguotey, before the ¢ JPR. could directly get 
a licence they would have to Show you that they were 
carrying the goods Partly oy Pratl? 

A. Partly by rail, and that the trucking was 
complementary to or co-ordinated with the rail service 
and was designed to give more efficient service than 
could be given by rail alone. 

Q. Do you think, doctor, from your experience as 
Chairman of the Board, that there is any real problem 
with regard to interprovincial trucking as far as British 
Columbia is concerned? 

ee We have not found any teal gi rriculty., With 
regard to Alberte, we treat their people, as I said, the 
Same way 2s we treat our own. I understand that their 
regulations are not as strict as ours, but we have had 
no real problem. mS tan as the VYulcon 1s concerned, they 
are, I understand, bringing in regulations similar to 
Ours, 

Q. Have you any other matters of general interest 
you think might be of assistance to the Commission: 

1 Well, I don't know; the Commission probably 
can enlighten me there. 

COMMISSIONER ANGUS: 9. Has there been any 
discussion with other provinces as to similarity of 
regulations 

A. Mig Fes: I am glad you mentioned that. 

The boards of the four western provinces, we hold a 


conference every year, every’ fail, “and that tavone of 
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the big items of discussion. We discuss all common 
matters; that is one of them. 

Q. Has it been effective in producing fairly 
Similar regulations? 

A. To some extent. The difficulty there is, as 
I have said before, the Alberta policy is much less strict 
than ours or than Manitoba or vaskatchewan, and we have 
not been very successful there. 

ae Do you think it would be desirable to have 
some attempt at a common policy for the whole of Canada: 

A. Well, I am not familiar with the east, suf- 
ficiently familiar to make a definite statement there, but 
I certainly think it would be for the west, and the 
matter of the east has been discussed, but at our meetings 
we felt that we had not got sufficiently far ourselves to 
contact the east with a view to developing that policy 
there; but in general I would Say Yes, 10 Pea cood tdes, 

2. If that were done, what sort of mechanism do 
you think would be effective? 

oe Welds) (hat 16 2 difficult one. lf you could 
get the provinces to co-operate that would be a very nice 
idea, but otherwise you might have to create some other 
body which would handle that particular phase. 

COMMISSIONER INNIS: Q. I am not sure, Dr. 

Carrothers, about the arrangement between Alberta and 
British Columbia. I presume that if an Alberta truck 
gets a licence in Alberta it then must get a licence 
from you as well if it comes into British Columbia 
territory? 

A, Well, as I said, it can come in once without 


either a licence or 2 permit, and then what happens 
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usually is, they ask for a Special permit to bring in a 
particular load of freight, then if they want to come in 
continuously they must take out a licence. 

Q. What do you mean by a Special permit? 

A. Well, just to make one trips op for thirty days, 
one or two trips or thirty days, or some of them go as 
high as sixty days. 

THE CHAIRMAN: %. The licence is for a year? 

A. Yes. 

COMMISSIONER INNIS: 4. And they would pay 
licence fees both to Alberta and to you? 

ve Yes. Yes, we have no reciprocal arrangement. 

Q. So that means that any extensive interest in 
interprovincial traffie means paying double licences: 

A. That is correct; and in the case of permits 
the fee of course is much smaller in relation to the time 
fer which 1t 458 elven. 

THE CHAIRMAN: Mr. Covert, any questions? 


Anybody else? 


CROSS-EXAMINED BY MR. FRAWLEY 
Dr. Carrothers, you say that the boards of the 


four western provinces meet each year? 


A. Yes". 

Q. You mean the Public Utilities Board in Alberta: 
Fea Yee. 

Q. And your Board? 

A. vee, 


e) And then Manitoba and S skatchewan:‘ 
ee Manitoba and Saskatchewan. 
Q. Do you mean the Public Utilities Board or the 


Highway Traffic Board? 
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A. The Highway Traffic Board in Alberta -- similar 
boards, boards doing similar regulatory work. 

Q. Then you meet with the Highway Traffic Board; 
your discussions with the Highway Traffic Board of Alberta 
would be restricted entirely to the matter of the licence 


plates issued, the licensing of the vehicles? 


a inthe mein, "but we'discuss all problems that 
may arise. We do not confine ourselves to any particular 
problem. 

Q. You know, of course, that there is no regula- 


tion of rates whatever in Alberta. 

A. No. Well, with "lberta, if it were Alberta 
alone, then it would be, I think, fairly correct to say 
that rates is the main matter that would be discussed in 


any definite sense. 
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Q So that you would discuss with Manitoba, Saskat- 
chewan and yourselves rates, and you would discuss with 
the mare wesvi neds the licensing of the trucks, how much 
you should charge, how many wheels they shoulda have, and 
SO on? 

A With Alberta we particularly discuss rates, We 
are trying to enlighten them there, 

Q That is just an education as far as Alberta is 
concerned? 

A That is correct, 

Q They come to learn and then they go back over the 
mountain, 

A They listen in on that particular phase. 

Q There are two or three things you have said that 
I should like to ask you about. I am prineipanry *con- 
cerned with the rates. We understand that all provinces 
have roughly the same sort of legislation with regard “to 
licenses of the vehicles? 

A Yessy 

Q And roughly Speaking the same division of the 
licenses of the vehicles? 

A That is correct, 

Q Let us talk about rates, You say that the rates 
are filed by the carriers. What does that mean? 

MR. BRAZIER: I think I might advise you that the 
Superintendent of motor carriers is going to follow Mr. 
Carrothers and will give full particulars. We have a rate 
man here, too, who is much more familiar with the detailed 
Operations of it. Probably if you would ask him those 


questions it might be better, 
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MR. FRAWLEY: I would be glad to. I have known 
Dr. Carrothers for many years, and I know that we will 
get along very well. If there is anything he cannot ans- 
wer I am sure that Somebody else will answer. 

THE WITNESS: That is fairly simple. As I said 
previously first of all the rates have to be approved by 
us, all rates, whether they are for scheduled carriers or 
for those carrying general freight or for private pee 
All have to be approved by us. The first thing that hap- 
pens is that the carrier makes what we call an application 
Boe fi ling. 

THE CHAIRMAN: Q. An application for what? 

A Por filing. for filing of the rate. Then if we 
approve that rate for filing that becomes the Legealiy 
chargeable rate, and the only legally chargeable rate for 
that carrier, 

MR. FRAWLEY: Q. Now, you did say Something in 
connection with the filing of the tariffs. You dia say 
that the carriers in a certain area get together and they 
agree on a rate? 

A We try to get them together so as to avoid - so 
a8 tOo.g2ét uniformity of rates within an area where they 
are doing similar work and carrying similar commodities. 

Q Just correct me if I am putting a wrong inter- 
pretation on this. The carriers get together and they 
agree on a rate? 

A Yes. 

Q That might be a violation of the Combines Investi- 
gation Act so they go to the provincial board and the 


provincial board validates it. 
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A The provincial board comes into the picture right 
away because as soon as that application is made our 
inspector in that particular area is notified, and he 
makes an examination of the situation. That is the first 
Stage. Then if it seems to be possible and desirable to 
get the whole group together within that area the usual 
thing is our rates examiner goes out, and it may take 
quite a considerable time. 

THE CHAIRMAN: Q. In the meantime what rates are 
the truckers charging? 

A Whatever rate they have already filed, 

Q Their 01d rates? 

A Yes. Then after negotiations a rate is arrived at 
in common with our Staff, and then it is presented to the 
Commission. 

MR. FRAWLEY: Q. Not only the carriers agree but 
a member of your staff agrees with them? 

A That is correct. 

Q If the carriers agreed alone the fact that they 
were all concerned about it might be objectionable? 

A Oh, yes, but it does not happen. It would be 
very foolish on our part to be regulating and not doing it, 

Q Then you exempt trucks plyine Por hire dn 2 aiuini= 
Cipality? 

A Within one municipality, and then also within 
certain specified areas. 

Q Take, for instance, people in the Vancouver area, 
Would you exempt traffic between North Vancouver and 
Vancouver? 


A No. 
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Q That is regulated? 

A Yes. 

Q Traffic between one extreme end of Vancouver and 
the other extreme end would be exempt? 

A That is exempt, and a certain distance into 
Burnaby for practical reasons. I think it is a quarter 
of a mile which comes in with Vancouver. 

Q What would be the total extent of the exemption 
there in terms of miles from one end of Vancouver to the 
other? 

A I don't know how far it is across. I would be 
guessing, but it must be in certain parts as much as 
twelve miles across. 

Q Would it be what is called greater Vancouver? 

I heard Mr. Brazier say greater Victoria. There must be 
@ @reater Vancouver, too. 

A No, it is just Vancouver with this portion of 
Burnaby. 

Q Does 10 £6 out to Ladner? 

A No. It is exempt within Richmond or within 
Surrey, but not if they go from Vancouver out to any 
municipality in the valley. New Westminster is in the 
Same position. 

Q One of these P.S.V. carriers can charge anything 
he likes from one extreme end of Vancouver to the other? 

A Except in so far as he is subject to municipal 
control. 

Q Is there any municipal price fixing? 

A I don't think so. 

Q So we have a situation that a man travelling 


within the limits of Vancouver City can charge what he 
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likes; but if he goes ten miles, five miles, two miles out 
he must charge the rates which you fix. 

A That is correct, 

Q Now -- 

A I might say they have been considering in Vancouver 
doing away with that exemption for that reason, buts de 
not know how far they have got with it. Municipal councils 
are fairly jealous of their authority. 

Q Is that the reason why there is an exemption, 
because the municipal authority wants to POUCadn. 1b? 

A They tax these vehicles, and they are Supposed to 
control them, Municipal councils have their functions in 
Sovernment, and one thing is we do not want to interfere 
in any way with the legitimate functions of municipal 
councils. 

Q Even though in the matter of rates they are not 
exercising that function? 

A That, is. true. 

Q Now, you say you have a licensed operation from 
Dawson Creek into Edmonton? 

A Ce pe Ai Sonar Aa 9 part of that route is within 
the bounds of British Columbia. 

Q I was wondering about the mechanLes Of sity... 2 
truckload of stock leaves Pouce Coupe for Edmonton. Is any 
part of that rate fixed? 

A Yes, the part covering the rate within the province 
of British Columbia. 

Q It would be a rate from Pouce Coupe to Edmonton of 
SO many cents per hundred pounds? 


A Of course, we do not control all that, but we have 
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information as to what the rate is. We have no authority 
to say, "you must maintain that rate in the province of 
Alberta," 

Q I was only Suggesting that in essence it is not a 
rate from Pouce Coupe to the Alberta lines 10 ts 4 rate 
from Pouce Coupe to Edmonton, 

A That is true in essence. 

Q I was wondering what measure of control you would 
have on the British Columbia part of the rate? 

A That would depend entirely on the circumstances, 

At the present time, when the demand for Service is high, 
there is practically no problem because they all want 
higher rates. There is very little likelihood of any rate 
cutting at the present time. That would be more likely to 
arise in a depressed period, or when the demand was low, 
and the same is true in the Yukon, that at the present time 
we have no rate problem as between this province and 

other parts of Canada. That is due to economic conditions. 

Q I wanted to find out what measure of control you 
actually could usefully exercise on a truckload of live- 
Stock ee Coupe country, Rolla or any of those 
points, down through Sexsmith and Grande Prairie into 
Edmonton ? What measure of control can you exercise on the 
British Columbia Parr_or it? 

A It depends what you mean by control. They can, 
to use a colloquialism, put it over us by saying they are 
Charging a rate in British Columbia and then charging a 
different rate, telling us they are charging a rate in 
British Columbia. That is the only place where we have 


control, but they could actually charge a different rate in 
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Alberta, 

Q Yes, but what I mean is you could say to that 
P.S.V. licencee, "you may only charge from Pouce Coupe to 
the Alberta line so many cents per hundred pounds." You 
could say that? 

A Yes 

Q You agree that is all you can say? 

A Yes. 

Q Would that be a practical thing on interprovincial 
movements, because the livestock do not remain at the 
interprovincial line. They go by the interprovincial line 
Just like that, 

A There is a definite weakness there, but of course 
we could cancel his licence. 

Q For what, if he charged more than what? 

A More than his filed rates, more than the legal 
rate or less, 

Q That is what I mean. Does he file a rate from 
Rolla» the OPiginating pointe, .6o. his point on the 
British Columbia-Alberta line where there is no village 
at all? Does he file Something for that? 

Yes, that is all he can do. 

Q He actually files that? 

A We have information as to what he is charging for 
the whole of the route. 

Q Oh, yes, I know, but over that you have no control? 

A No. 

Q But you say you do know, and there is a law which 
prescribes the rate which he can charge as the maximum 
from the point of origin to the Alberta line? 


A That is right. 
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Q That is filed with you? 

A That is right. 

Q And how much more is charged on top of that is some- 
thing that you are not concerned about. 

A We have no control whatever. It would only be an 
indirect control. If we found he was behaving in, an anti - 
social manner, in a manner detrimental to the public, we 
could take into consideration the question of not allowing 
him to operate in the province at all. 

Q There is another aspect of that. You “say you 
have a rate from Rolla to the point on the British 
Columbia-Alberta line, and it is for a movement which is 
going on into Edmonton. That is a rate which is filed 
with you, and over which you would have direct CONuRO 
over a Shipment beginning at Rolla and terminating at the 
Alberta line? 

A That is a filed rate. 

Q And that is the only rate of which you have any 
knowledge? 

A Any official knowledge. 

Q Or concern? 

A Yes. 

Q Now, then, do you think it would be fair to insist 
that rate be charged when ae another 300 miles to 
get his livestock to the yards in Edmonton? Do you think 
your rate really should apply, even for that portion of 
the through movement ? 

A You bring me back to the point I mentioned a 
little while ago, that we rather think your Highway Board 
Should file rates similar to that. 


Q That is true. Let us put that down as one of the 
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difficulties, shall we say? 

A Yes, I admit the difficulty. 

Q I think you have ignored the principle ‘of tapering 
rather violently, have you not, when you say that the 
originating part of that route, let us say the first FiLcy 
miles, must be a local rate even though the trucker is 
taking that livestock from a man's farm at Rolla through 
to Edmonton to the plant? 

A We are fully aware of the difficulties; we do not 
ignore them, 

Q You say that the railways are present at the 
public hearings of your Board? 

A That is correct, 

Q That is exceedingly interesting. What do the 
railways do there? 

A They try to make the best case they can against 
the trucker who is going to be competing with them, and 
the best case they can for themselves. 

Q You give them a very courteous hearing? 

A Yes, the same as anybody else. They are treated 
exactly the same as the truckers, 

Q I am sure they are. I will ago along with you on 
the courtesy, but I don't know about anything else, The 
result is that when you are fixing a rate from Vancouver 
to Chilliwack, or from Chilliwack to Vancouver, you know 
what the railway rate is? 

A Yes, they are there to give us information. 

Q And do you see that there is a relationship there, 
shall I Say, between that rate, the railway rate from 
Chilliwack to Vancouver? 


A We endeavour as far as possible to carry out the 
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terms of the Act which Says that we may, but that practi- 
cally amounts to a direction, It simply means that if 
there are particular circumstances that do not make it 
desirable to do certain things we do not have to do them, 
but we take that practically as a direction, 

Q That is all very well, but ee Specific and 
Plain about it, if the rate from Chilliwack to Vancouver 
was 50 cents by Mr, Evans' or Mr. O'Donnell's railways, 
what would you Say to the trucker who was coming in for 
a franchise from Chilliwack to Vancouver? 

A You mean about the railway rate? 

Q What would you Say to him, because you are pre- 
Scribing his rate now. What would you prescribe 16 as? 

A I think that what would actually be said could be 
told better by Mr, Brown and Mr, Jackson because thege 
hearings I refer to are held by Mr, Brown, Mr. Jackson, 
Mr. Balthrop and Mr, Jaffray, who are our senior executive 
officials there, 


Q But you are senior to them all? 


A Yes, but we like to take the advice of the people 
Who have been on the ground, 

Q You would have all these gentlemen there from 
the railways too when you are deciding these matters? 

A Just a moment. A report is made up. Minutes are 
kept; a record is kept of the proceedings at the hearings, 
A. copy of that record is sent over, a copy of all reports 
Of our inspectors, and a final copy of the ‘preport of our 
Board. That is our departmental board. We go through 
‘those, and if we are Satisfied that the matter has been 


Carefully investigated, that all pertinent matters have 
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been taken into consideration, we approve it. If not, we 


go back to them and say, "here are the things that to our 


mind we would like to go into further," 


Page 2455 follows 
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Q. You will understand me. I need not profess my 
assurance to you that everything would be done legitimately, 
fairly, and with the greatest consideration, You know why 
I am directing these questions to you? 

MR. BRAZIER: I thought that my learned friend 
was under the impression that the Doctor sat at all the 
public hearings. He does not do that. 

MR. gf FRAWLEY: Q. The certificate of convenience 
and necessity is, however, in the last instance, signed by 
you? 

A. We have not, under the Motor Carriers Act, a 
certificate of public convenience and necessity. We grant 
the carrier a licence and that is under the Public Utvlities 
Act. The licence is the controlling factor, 

Q. Except that yau do set the rates? You do tell the 
motor carriers what they can charge? 


A. It amounts to that. 


Q@. And you are the person who ultimately, as chairman 
of those two Boards, - you are the chairman of both Boards, 
are you not? 

A, It is one Board. 

Q. But you do, in the last analysis, fix the rates 
charged by the niotor carriers in this province? 

Bee 1 GO" not, personally. The Commission does, 

2. But your Commission does fix those rates? 

A. It amounts to that. We approve the rates. It ia 
Just a matter of phraseology there, We do not actually fix 
the rates. We approve the rates, 

Q. But that is the rate that they must charge’? 

m Yes, it is the legal rate; but we do not like the idea 
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oe boxing” At. 

Q. You may fie cic idea of fixing it, but you do 
Pax 2? Let me take for example the movement from 
Chilliwac to Vancouver. If the railways charge 50 cents to 
bring in 100 pounds Of, 16% us say, cucumbers, or whatever 
it is there now, what would the motor carriers charge? 

A. That would be simply one of the factors taken into 
consideration with regard to rates. You mention Chilliwac 
into Vancouver. 

Q. It is a good highway. 

A. If the rate were such as to make it impossible for 
the railway to carry out its necessary functions as a 
carrier, then we certainly wuld not allow the carriers to 
injure the railways in the matter of giving efficient service 
to the public. That would be the principle that we would 
apply. 

Q. I thought you said you fixed the motor carriers 
rate? 

A. No. I suggest that you do not use the word "fix," 

2. But how could it be? You say you would not allow 
it to injure. Do you mean, if there was a rate there before 
you came in to approve it, is that what you mean? 

A. That is so. Most of these applications for rates 
nowadays are for rates to be increased, 

@. I know that. And you say that if the rate was such 
as to injure the railways? 

A. If the proposed rate, perhaps I should say. 

Q. If such were the case before you, and the rate 
which is proposed by the carrier - you would look at it in 
the light of what the railways are charging, and if you think 
it is pretty low along that line, you won't allow it to go in? 
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A. That is PLenT, 
Q. And that is the policy in this province? 
Yes, 


Do you think that is a €000 policy? 


ce 


~ Well, in certain places. There are certain places 
where, in the winter time, roads do not exist, and the 
railways are the only means of transportation, Now, if you | 
let these people come in and take away the cream of the | 
business from the railways, that would put the railways in | 
a worse position than is necessary, in regard to giving 
service to those people, 

@. Yet, for many years the province of Alberta laboured 
under what is locally known as the mountain differential, 
I am told that it actually operated on the level ground between 
Chilliwac and Vancouver; on the level floor of the valley, 

A. I am not Surprised. 

Q. Now my friends Say that it was not 25 per cent 
but Something less than that. They say it was 25 per cent 
more than in the rest of Canada, let us Say, than between 
Calgary and Edmonton? 

A. Yes, 

Q. But you say, notwithstanding that fact, that when 
the railways were charging 25 per cent more because of the 
mountain differential, you would see to it that the motor 
Carrier is kept up to that rate? 

A. You have to face facts when dealing with practical 
issues, 

Q. There we have British Columbia Screaming and making 
@ fusS about the mountain differential and Saying that it 


Should be taken off, yet that very same province was keeping 
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its motor carrier rates up to that level, 

A. I am not particularly interested in the mountain 
differential because 1t will be off on the first of July, 
anyway. 

Q. I regard it as a perfectly obvious inconsisteney, 
It is on today, this 202nq Gay of June. I+ has to do this 
very day with the Carrying of strawberries in from Chilliwac, 

A. No, I did not Say that. 

Q. What is the fact, then; I want to know the 
relationship? 

A. I said we take that into consideration, and more 
particularly in areas which do not get 12 months service 
from the trucks. Chilliwac to Vancouver is not a proper 
example to take, because our Judgment would be influenced 
by the facts of the situation as between Chilliwac and 
Vancouver, 

Q. Is the rate which has been approved, now, as of 
this moment, by your Board, the same or nearly the same as 
the rate which contains the mountain differential on which 
the railways are now Carrying the traffic from Chilliwac to 
Vancouver? 

A. We found in the m2thod we used to arrive at what 
We consider a fair and reasonable Charge for services 
rendered, that Sometimes the rate was above and sometimes 
below the railways; but it was in the neighborhood of the 
railroad tariffs; and that was altogether apart from the 
railways, because the railways do not come into the picture 
until all those preliminary investigations have gone on, 
That was arrived at without any consideration of the railways. 


Q. Suppose I organized a small trucking company to 
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carry goods from the Fraser Valley into Vancouver ands 
established some rate which I thought was good enough for 
me, but which was about 60 per cent of the rate via the 
railways, which the railways were charging; and I went to 
you for a licence and for approval of that rate. You would 
refuse it, I take it? 

A. We would relate that primarily to the existing rate 
in that area? 

Q. On the railway? 

A. No, for the motor carriers, 

Q. But the motor carrier rate is, in turn, related to 
the railway? 

A. If you want to Boetinte’ that metaphysical line, 
then go ahead, 

@. 'L thought Cat was a dollar and cents Lines enot 
metaphysical. 

A. I thought you were trying to confuse the issue, 

Q. Oh, no, not purposely. Suppose I established a 
trucking firm and I went to you and said: I can carry those 
foods for less than the Canadian Pacific Railway is charging 

by about 4o per cent; will you please let me See, Efiel ican 
do it? 

A. Did you not start out by saying: "In your lack of 
wisdom"? 

Q. Yes; in my lack of wisdom, instead of putting my 
money into Home Oil, I put it into that? 

A. We would not allow you to go into unfair competition 
with the other truckers. 

Q. And that is what you think Alberta shoWld be going 
into”? 
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A. I do not know. I am not dealing with Alberta, 
CROSS EXAMINATION BY MR. COVERT 
MR. COVERT: @. Do the railways ever Oppose the 
granting of a licence to a trucking concern? 

As Wes, quite frequently. In fact, we have refused 
licences to trucks on the basis of successful Oppositian 
by the railways. 

Q. And the basis of the refusal - you really get back 
to public necessity and convenience; that is réeoklvache 
test? 

A. Yes3 and the railway is equipped fully to give 
service to the public, 

Q. Could you not take the case, let us say, of 
something which had developed in respect of a standard rate 
from A in British Columbia to B in Alberta, It would over-run 
into a case where, perhaps, there is a prescribed rate in 
your province for that through run. That is different from 
the rate prescribed in the other province? 

A. There isn't any rate prescribed in Alberta and we 
would not prescribe a rate for the through run. I think 
there is a Section in the Act which Saye: thats dit shsla only 
apply to the Jurisdiction of the province, 

Q. Perhaps I should have said: A rate published by a 
trucking company? 

A. You mean in Alberta? 

@. Take first the case of British Columbia? 

A. Yes. 

Q. A trucking company presents to you rates. Do they 
Just take those up to border points, or what rate do they 


Pile with you? Is it a rate from a paint in British 
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Columbia to a point in another province? 

A. it might Say that, but that would be only for our 
information, 

Q. You are Only interested Up vo the border? 

A. Yes; and they would pay the same rate, the going 
rate, for Say, two points within British Columbia, within 
that same rate area, 

Q. But there are cases, 1 understand, where there are | 
truckers in British Columbia who Operate into Alberta, and | 
from Alberta back into British Columbia? 

a “nat. ts rien. 

@. Now, do theyfile rates in Alberta? 

A. Icould not five you the evidence on that; but the 
information I have Ben Oe 

Q@. Take the case, the same case, but only to the 
international border, Do you have a problem arise there? 

A. Yes. It is the same problem, But in that case the 
I.C.C. exercises very strict control, and they inform us of 
the rate which they have prescribed, 

Q. Are there cages Where that rate = where, for 
instance, the rate in a state, in the United States, into 
British Columbia, is different than a rate that is filed with 
you? 

A. I could not tell you that,offhand. Mr. Jackson 
or Mr. Brown could probably give you that information, 

Q. Perhaps I should ask my next question of Mr. Jackson, 
and if you think he could the better answer it, just tell me, 

AS I understand it, the rates are for definite areas, not 
Province-wide? 


A. Yes; on the whole, that is correct. 
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Mr. Carrothers,cr.ex 


Q. Do you know whether or not that ratesin different 
areas - whether or not they are perhaps sometimes based 
on two tolls of traffic? 

A. That is right. We take the actual conditions of 
the traffic in the area. It may be that the rates are not 
S good, and so on, [In Other words, we Keep, Tirst of al, 
the cost of carrying out the transaction in mind, and then 


take all those Other things in addition, 
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Q. I think you have some system of uniform 
accounting by the sm-ller truckers 

a Theat is right. 

Q. Should I ask you questions about that? 

A. Well, the general picture pnere, the. 
problem thet we were Up against in the rate making, was 
the lack of accurate information On which to base the 
rates or on which to criticize the application, so the only 
Way you can get that is by having them keep a record, a 
monetary record, of their transactions. It was all right, 
of course, with the larger companies, who had proper 
eccounting systems and accountants and. all that sort of 
thing, but some of the smaller operators did not keep 
proper books at all, so, after a considerable time and 
Study and also a great many discussions with the operators 
themselves, we developed a simple system of accounting, 
which we prescribed; in other words, it is mandatory. 

Q. May 28 860 out, 1 Delleve, doctor, Senerally 
correctly in the Regulations which Mr. Brazier said he is 
S0ing to file with the Commission? 

A. Yes, 10. is printed there. And then in addi- 
tion to that they must send in each year an annual report 
which is based on the record which they have kept, and 
we have an arrangement that those reports are satisfactory 
to the Dominion Bureau of Statistics, and it avoids these 
people making two reports, and we send it down to the 
Bureau. 

Q. Now, based on these reports, the Commission 
does endeavour to allow the trucker to have rates that 
will pay his over-all costs plus some percentage on gross 


revenue ? 
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oe A reasonable profit. In fact, we rather con- 
Sidered that as part of the cost of service, 
our That is all, thank you. 
THE CHAIRMAN: Q. [I understood you to say 
that sometimes you refused licences to truckers upon the 


representation of the railways? 


A. Yeo. 8.7. 

Q. That is independently of eny proposed rates, is 
oo? 

A. That is correct. 

Q. Just because you think that the railways are 


fully equipped for the UPerlic chat ts uhere, and that 
Pere should not be this competition; is that it 

A, Yes; end very often it ts a case where the 
commodity is such that it can be better and more satis- 


factorily handled by the railways. 


Q. By rail? 
A. Yes. 
Qa, Are there the two factors, one that the praij- 


ways can attend efficiently to all the traffic that there 


is -- is that one? 
A, ese a I, 
Q. Another one is that the railways ‘can harndie 


the particular commodities better? 
A. Yes. 
COMMISSIONER INNTS: Q. Dr. Carrothers, just 
One minor point; you referred to meetings of similar 


Organizations in the western provinces? 


A, Yes. 
Q. Is that an annual arrangement? 
A. Yes, every year. 
2. You have your own association? 
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A. Re Ce Wel et et a composed really of the 
senior officials -- the Commission and some of the senior 
STToenel Ss , 

Q. Do you publish annual reports 

A. Well, we have minutes but they are not published; 


they are just for our own use. 

Q. Well, would those bring out the Gir Picul¢eveait.e 
which you meferred, as..to Lack of regulation between the 
provinces? 

A, It would over a Period of time, You see, we 
have beenmeeting for a great many years: we have been 
meeting ever since I have been on the Commission and that 
matter has been discussed quite frequently. 

Q. Is there any way in which one could get a con- 
cise statement of the problems? 

A. That would be a matter of hunting up these old 
minutes. I will see what can be done. You see, our 
Secretary changes Cvery year, so that that makes a diffi- 
culty there. 

es Well, it is rather difficult to understand the 
precise character of the problem unless one sees that sort 
Of thing. 

A. Meal SL Gh aie. Silen® Commissioner, the matter wags 
brought out very well by Mr. HKrawley here,the essential 
difficulty that there is there in the interprovincial, but, 
28 I said in the earlier part, we have not found it a 
practical difficulty; that may be just because we are 
Benate. because there is a real difficulty, there is 
a real problem there. 

THE CHAIRMAN: We willadjourn uuntil to- orrow 
morning at 10.30 


~--The Commission adjourned at 5.03 p.m. until 10.30 a.m. 
Thursday, June 23, 1949. 
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Mr. W. Brown 


MR. BRAZIER: Mr. Chairman, I have arranged 
with Mr. Covert to file as Exhibit 29 copies of the 
Motor Carrier’ Act and the Regulations issued under 
that “Act. 

EXHIBIT NO. 29 -- Motor Carrier Act 
and Regulations of 
British Columbia. 

MR. BRAZIER: Next I am going to call Mr. 
William Brown, Superintendent of Motor Carriers Of the 
Province of British Columbia. 

WILLIAM BROWN, called 

MR. BRAZIER: Before Mr. Brown commences, I 
mignt tile as Exhibit No. 30 a highway map of British 
Columbia issued by the Department of Lands and Forests. 
It is the latest map that we have, issued this year, 
Showing all the highways, both principal and secondary, 
in the province. 


EXHIBIT NO. 30 -- Highway map of Province 
Of British sCoelunp. a. 


EXAMINED BY MR. BRAZIER: 

Q. Mr. Brown, you are the Superintendent of Motor 
Carriers? 

A. That is correct. 
D Charged with the administration of the Motor 


a 


Carrier Act under the Public Utilities Commission? 


A. That is correct. 

Q. How long have you served in that position? 

A. In that particular position a year and a half. 
ee And prior to thet I understand you were in 


the services for some period: 
A. wes!) =~ not exactly, so, Mr. Brazier, PROF 
to that I was with the Department as the Deputy Super- 


intendent. 
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THE CHAIRMAN: Would you please speak up, Mr. 


Brown? 
Mia BRAZIER® °°. Coitid you turn tovrard the 
Commissioner? 
A. Prior to that I was with the Department ag 


the Deputy Superintendent, but prior to that I was in 
the services. 

Q. And prior to going thito the services? 

A. Prior to going into the services I was the 
manager of the Motor Carrier Association in this province. 

Q. And you have therefore been connectedwith the 
motor carrier business in this province for some consider- 
able years 

A. For approximately fifteen years. 

Q. Now, would you look at the map, Exhibit No. 30, 
Mr. Brown, and describe briefly to the Commission the 
various trucking routes in this province? 

THE CHAIRMAN: I think we have a map here. 

THE WITNESS: Now, to describe what you ask for 
as the trucking routes, if I may Suggest, I do not think 
that that would give the complete information, because 
in so many cases they are not actual routes: rather are 
they a number of carriers working within specified areas 
but not necessarily over any one given route. 

MR. BRAZIER: Q. Well, deseribe the areas 
generally, then, Mr. Brown? 

So that if I could make that ansver a little 
more general, Mr. Brazier, than you asked for, generally 
Speaking we have this situation as applied to the geo- 
Sraphy of the province, Mr. Chairman: we have the 


complete northern area of the province that runs from 
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Mr. W. Brown 


the “lberta boundary -- I will say DawsonCreek for easy 
reference -- from Dawson Creek northwest up towards the 
Yukon Territories. There is the Alaska Highway that runs 
right through that particular area, with particularly 
in the southern part of it a number of side roads and 
Settlements and farming areas. 

THE CHAIRMAN: . -Is the Alaska Highway shown 
on this map? 

A, Yes, Mr. Chairman. That is referred to by us 
as the Peace River area, and is what is known to us as 
PUnwa Concer District: Noun 21y, Perhaps I should explain 
there, Mr. Chairman, to the Commission that the whole of 
the province is set up for organizational purposes in 
licence districts. Those licence districts are the same , 
as near as matters at all, to the mining districts in 
the province. Now, that is all contained and shown 
and set forth in the end of the Act. it- lsngeather wong 
and rather complicated, but as I go through and refer 
to licence districts I believe that it will be clear to 
you what I am talking about at that particular moment, 
and that area that I am now talking about is Licence 
Birstrict lt: The pe rare: Bawot them imesh. Then if 
you vill come south and 2 little southwest and start 
from Prince George, for example, you will see a main 
road that runs from just east of Prince George right 
west through to Prince Rupert. Thaveancaitakes 2ny-=+ 

Q. Excuse me a minute, Mr. Brown. That road 
pretty well parallels the Canadian National Railways 
through there; is that correct? 

A. By and large, yes, that would be so. That 


Particular area is covered by I believe three of our 


ie ‘wbraned, Ge 9 
sige tad dies see Sr as soc alae 
| gina taptineg ttn see aqlitoreg tae ipeonme "ee 
his ebro ble Me wedie & oh Ro ste9 ackideaale Hi 
; lenges ehenst ‘hee stearate | 
f ) 
menace yy wig tM seats at a, Da a eee wr 
| | vara ate at | 
oy: Gh Ob Hower eh Bagh Raa LA AM eR ARR 
as my, of rook at tole ah ane ook eR ealet ay am 
apaiqae Bikers. Ff sqednat PS. oF datate Koons ehh, BBO i 
to sigiee Git e209 po Pee trated: ork: ost’ lnecRmMT eel (nae weak 
ot aphownae Enoninsiene seh Ghitve a samhiineeate 
cam ork or adgivtheth soqpdek aebat  “-ateee tes h soreaee 
solace th gecbentin, ocr ad chit, de SReREaG Be eee ee 
Ae aie i arnae oe  somtrone 2k 
and “omits: af Ff «seh Oe Fo. ee ont. ot elton tae: Bint : 
had: beta nS Lanes, porktat bis bu 


& 
‘ 
a” 
4 
a 
- 
Sea 
. a 
7 
rd 
a 
> 
C 
Led 
ty 


add) axpidied % etna te nanan om 
AE ELI thaw dah Ge tyode BALES: TE. i weer [SOAR 
asreiad edly 7 teove! = gentile: ~scwt 6 tr tert sore gail (ee: 
pe ede: ke mee RRS ho. LS, eee Aes ne £5 tetatere 
tssts. bre toswpquos: ofgets >; ‘Bas. devs. ones’ EL i's Go 
an 5 Som City woy . cite xo: TOM: « antes: Soin meet 
tigin. oneosd Soehen I F554 taut, won'h Bpint, dedd Bao 
- ml goed oore TaRE 86. Seeaae, eligi 4 Od! aoa’ dae 


beod Sedh <node, AOE rs @: 


Yet Gab Gees 
guswi ish Lendidel. qerbsand ath’ Gio biers Liu ee 
nebertes sil al ; erent aor 

tedh 0g ed: bivow/ deft cea wage: te eg .& 


ine Me cated emilee, Pi staiabiiie als sas tla 
1 


e 


- 2470 - Mr. *. Brown 


Si@enes districtéacse their numbers do not particularly 
matter -- but there you have an area that is composed of 
two things: one is that at Prince George you have a dis- 
tribution centre for general Peeieht lends largely comes 
in from the east bY <tYrain,. also you have another distri- 
bution centre at Prince Rupert. Most of that merchandise 
reaches frince Rupert by water, of course, "and 2s distri. 
buted east. Me “castermmupoint,) 1 believe -- I am not 
quite sure about this; this is rather a railway matter, 
but I believe it goes as far east as about Smithers. 
Prince George Supplies the flow of traffic going west. 
Now, in addition to that you have in somewhat a minor 
degree freight reaching Prince George from Vancouver by 
the Pacific Great Eastern, by two or three truck lines 
that run up to Prince George. 

Now, if you will come a little farther south 
from Prince George, there is an area there bounded on the 
east by Revelstoke, and if you draw a rough line north 
from Revelstoke until you get to Albreda, and then travel 
west from Albreda just south of Quesnel, and then if 
you will travel south but west of the highway, taking in 
the Bridge River district and travel south 28" far as 
Lytton, then if you will travel east from there and 
connect up with Revelstoke again, there you have another 
major area to us. That is composed again of several 
licence districts. I could mark these districts for 
the Commission later on if it would be of advantage to 
you, Mr. Chairman. Then south of that again you have 
Poughly an area from Merritt and Lytton on the north 
down to the border on the south and west to the code t % 


Now, east of that district you have another 
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GLStrict that is important to us, that runs north and south 
up the Okanagan Valley. The eastern boundaries of that 
are about halfway between, you will see, Kelowna and New 
Denver on your map there. If you will draw a line north 
and south roughly halfway, that would five you the eastern 
boundary of that district. 

Then there is another district that runs from its 
western boundary to the lakes, the Arrow Lakes, that run 
roughly north and south, that run up through Nelson and 
Kaslo, and then east of those lakes you have a Pinal dis- 
trict that runs right up to the top of the North Bend, 
takes in Golden -- the North Bend highway tekes in Golden - 
and runs across east to the border and south to the 
American border. 

Those districts that I have described are to us 
areas that are controlled in 2 measure by inspectors that 
we have in those particular areas. fn inspector does 
not only have one licence district in his area, he has 
Several, and the areas that I have described are very 


roughly the areas where we have inspectors located in the 


field. 
Is that sufficient for your question. 
q ' I think so, unless the Commissioners wish further 
information. Now, Mr. Brown, would you in your own words 


Just describe as briefly as you can the manner in which 
the Motor Carrier Regulations are administered under 
your jurisdiction? 

A. Yes, Mr. Brazier. 

Q. You might describe the types, the various types 


of licences, and methods of dealing with applications? 


A. If I could take about fifteen minutes on that 
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explanation, I think I can cover the main points that will 
Give the Commission an idea of just how the thing is 
handled. 

PAYSE Of A lw Mr, Chairman, I should dikes Congo 
back to what I have been talking about here, because that 
rather ties in with our physical method of administering the 
Act. We have in Vancouver the headquarter office of the 
Motor Carrier Branch, which, as Dr. Carrothers explained 
to you yesterday, is of course a branch of the Public 
Utilities Commission, and we are responsible to that Com- 
mission for everything we do, all our reports, but the 
actual technical work is carried out from the Vancouver 
office. Now, Vancouver being the head office, we have, 
as I very briefly described here, a number of field inspec- 
tors; there are e1eht.0f them) in-ali. Here on the Island 
we have one headquarters right in Victoria. We chopped 
the Island in half, roughly, about Nanaimo, and we have 
enother one in Nanaimo that takes care of the north end of 
the Island and the western end of the Island out to the 
Mibernis. Over on the mainland we have that area ethat I 
described south of Merritt and Lytton, which is handled by 
two inspectors, whose office is actually in our own office 
in Vancouver, but that makes no difference to their 
physical operation; they operate as independent inspectors! 
offices, and they control as far east out of V ncouver ag 
Hope, which is roughly 2 hundred miles, and a little way 
up the Canyon, up to Boston Bar, up the Canyon road. We 
have another office at Kamloops where we have two inspec- 
tors, an inspector and assistant. He has quite a large 
area there; he has a good deal of mileage and territory 


to handle, so we have two of them there. Going north 
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from there, we have another man at Prince George, who 
controls the area that I described from Prince George west 
to Prince Rupert. Up at the Peace River district we have 
another inspector at Dawson Creck. In the Okanagan Valley 
we have a man there with an assistant, and they control 
the Canyon Valley movements from Salmon Arm down to the 
border. Going east a little now, we have another inspec- 
tor at Nelson, and going still farther east we have 
another inspector at Cranbrook. So, regarding our 
physical set-up, we have the main office and inspectors 
eur in the field. 

As I said, licence districts our licence districts 
for licensing purposes, are the same as the mining districts. 
I will explain to you later why that is, and you willsee 
how it ties in with our actual system of licensing. 

I think I should here Say, as I heard some ques- 
tions yesterday which really do not quite tie in with our 
set-up here, you See,here, Mr. Chairman, we do not use 
certificates of public convenience and necessity: we do 
not have P.S.V. licences; it is a motor carrier licence 
which is not to the firm doing business; the firm doing 
business is not the liceneeé, although he holds the licence, 
but it is the vehicle that is licensed in this province, 

SO I could later on be talking about one licencee who 
would actually hold possibly fifty licences, because he 
has got fifty vehicles. 

Now, our licences are of such a nature and such 
a type that whatever type of licence they may be, there is 
@ condition of licence issued with the licence SlLi5; That 
Condition of licence lays down very clearly, and as 


Specifically as we can word it, exactly what that carrier 
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may do. Whether he be a schedule carrier running over 
a route, it will say over which route he may run; it will 
make reference to his filed time schedules, so that the 
condition of licence Specifically ties down the carrier 
to exactly what he may do. 

THE CHAIRMAN :Q.Pardon me;you said that each 
vehicle is licensed? 

A. Quite. 

Q. Are the vehicles then distributed according to 
verritory? 

A. No, Mr. Chairman, not quite that. I was rather 
referring to a case like this -- let me advance to you 
the specific case of rather a large firm; we will take 
the B.C. Motor Transportation which is the large bus 
company in and around the lower mainland and running down 
to Seattle. That particular firm would have -- I am 
Suessing, but we will say 80 licences. Each one of those 
licences on the vehicles is controlled by 2 specific 
condition of licence, because it is quite possible 
that all of the eighty may not be allowed to do all the 
Same thing, so that the Operation of each vehicle igs 


clearly described in the condition of licence on that 


vehicle. Is that clear to you, sir? 
@. Is the territory also described? 
A. His territory is also described. In the 


case of larger companies we do not actually describe it 
On the condition of licence, because it is so much that 
it is a physical impossibility to get it there, but 

we use in that case route schedule, and a reference is 
made on the condition of licence to the route Schedule. 


In the case of a small carrier with possibly one truck 
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or two trucks the actual condition could be read, the 
actual circumstance of his operation could be read from 
his condition; that Rae tes eats expressed right 
on the condition of licence. Is that clear to you, sir? 

Q. Yes, except this: as I understand it, each 
vehicle has its own conditions? 

A. Quite. 

Q. Would the same owner of fifty different 
vehicles have in each case the same conditions? 

A. Not necessarily. It could so well happen:in 
the case of the B.C.M.T. I believe that that is a faces 
because all of their vehicles are interchangeable, so 
that they could use any on. vehicle on any one route, 
so that all of their routes in their particular case 
would apply to their conditions of licence, and on 
their condition of TVicence reterence is maderess per 
route schedules filed and accepted, so that reference 
to this sheaf of route schedules can be made to gee 
exactly what the condition is if required: 

MR. BRAZIER: 9%. Would this be correct, Mr: 
Brown: a carrier in Vancouver might have a truck 


operating between Vincouver and Chilliwack : 


mes 
Q. That would show on the licence? 
AY The case that you are Supposing would be the 
case of the minor carrier that I mentioned -- I will 
call him a minor carrier. It would actually read on 


the condition of licence exactly what he could do, 
that he could pick up freight, for example, in Vancouver 
and make no deliveries till he got to Chilliwack, that 


he could not serve intermediate points, or on the other 
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hand that he could, as the ease iiey pe; but in that 
particular case there would be room to physically type 
it on the condition of licence, and it would therefore 
be typed there. Time schedules and route schedules 
are rather a matter, Mr. Chairman, of physical ability 
to get it all on one sheet of paper. Where it gets so 
big that it cannot be got On one sheet of paper we 
cannot type it there; then we go to route schedules, 
and we refer in the condition of licence to these route 
Schedules or these time schedules. Have I explained 
that? 

THE CHAIRMAN: 9. Might the same carrier, 


having regard to his different vehicles, have different 


routes? 
fis Yes, Mr. Chairman. 
Q. In that case he only uses the Specific 


vehicles for a specifie route? 
A. No, not quite. 
Q. Well, you begen by saying that the carriers 


as such are not licensed? 


A. It is the vehicle that is licensed. In the 
case of large companies -- I might mention the Pacific 
Stage Lines, for example -- you see, their business is 


Such that it is felt advisable on our part that they may 
have their equipment licensed to cover all of their 
routes, so that according to their change of schedules 
end their operating difficulties they may at any time 

use any given piece of equipment on any given route, 

SO that in their particular case a licence on one vehicle 
would make reference to all of their routes. 

Q. Each vehicle is licensed for all of the routes? 
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A Quite, that is exactly it. I shoula like to go 
on now to tell you of the different types of licences we 
have. The different types or classes of licences that 
we have are each designed to take care of a particular 
type of operation. To start with passenger carriers we 
pave first of all a public passenger licence. A public 
passenger licence is over a fixed route on a fixed time 
schedule, and it is prescribed to exactly those terms 
that he may not do any other business except over those 
routes and on those time schedules as filed ana accepted 
by the motor carrier branch. 

In order to allow him a little latitude over and 
above that, which is quite necessary as far as the public 
are concerned, there is another type of licence which is a 
limited passenger licence. A limited passenger licence is 
one that does not operate over any fixed route or time 
Schedule, but rather does it have freedom to operate as 
required within an area. The area may be small or it may 
be large, but it is within an area. The area can well be 
the whole of British Columbia or it may be the lower main- 
land, we will say. That is designed and used to take 
care of public business such as charter trips, parties, 
parties that go out for picnics and so on, where some 
person or organization will hire the whole vehicle. 

That is the limitation, and what we understand and what 
We mean when we say a limited operation. That is its 
limitation; it is limited to that. It cannot compete as 
Such with a public operation which caters to the public, 
which may stop and pick up the general public for a 

fare on a per head basis. A limited operation cannot 


do that. With bus licencees, bus companies, it is the 


o* iSindisesht To. ey, ps ‘oT? 
decd doongorl 10 eseaaie: AO aeqye doers 
waivotvaag & 86 Seo oaled ot Sengteob sete 

ow anabiaae aepnebesd adi sted e oT ‘ae 
oh idiug & dotooke aggnseasg otidvg ry tis ‘te if: in sf 


m4 


amid rs a go stgot bexit s tove ak “eoanet 203 oe 
etirret shorit Yilcaxa of hodls9a97q ek ot bas “8 boo 
gadis “evo tqeons auanteud goto yee ob tod yan ea a 
petacoos bax Betts @5 ee diuberlos ented  onodd MO: bats por yt 
onoed aobvses notom eid 

Boa tevo sbutigel avast s mid wolfe od Yebto a 7 
otidig sv ab IST 48, YIHeeose a etiup af dota d8dd avo. 

s at note sono tt ty ayqt meddans af atont .barrr90aoo. 
el asmeotl aegqeeseg budtmii A .sunents negrssesq bet mi 
emis so stbon bextt Yas TW eVo pdarsee gon o90bh dandy en 2 
ag otsteqo of mobeot) swat! tt eaob sediet dud _ sjubedga 


(fame of Yew souk ef? ,eots a8 oidele nadie: % 


yam Ff to 
gd Liaw neo gots oat 6008 re nibiit tw ot #£ sud serati¢ 
ten tewol ead sd Yam 32 Mo sidmfed deters. to ofonw 


sxat o@ bostr Bos Soretesb #2 godt) , Yas Litw ow ub 


,poldabe, .egi'tt  wesieno es nove seoniaud nt teen to 9 
enoe sistiw .09. 08 bra solaokg te. 309 OA tert anti 
,efoldeyv Shotw sit sabi [ekw ‘pkdestwegto ae) onte 
Jedw Ore hbaatansbag 2 isidw Dre motsadtatt oid at : 
edt ¢f JaaT .nohisteqo heath 5 (aa ow cardw nceet § 

ne steqon dvonusc SL dest oF bot! bmi oh at noted 
,oiidug aft dt sxaden rt Lint ao tengo sthdug 8 aigitw 
s to% obidia fsottey aild. ay wate dna gots baste 
Jonneo goldatsqo ood toes A ~stine beet t0q, a no | he 


oft cl Jf ,@okasqmos bes nes onto aud we 
a” ; iy: a pre 7 


ee ey ba 


~2483- Mr. W. Brown 


rule that they have both types of licences on their 
vehicles. They have a combination licence which is both a 
public and a limited passenger vehicle licence. 

Then we have smaller passenger vehicles that we 
Will refer to. as) taxis. although we do not officially 
recognize the word "taxi" under the Motor Carrier Act. 
To us he is a limited passenger vehicle, and his limitation 
is that he may only hire to the public his vehicle as a 
whole. A rather childish example perhaps is that you 
whistle down a taxi, and you hire his vehicle to go some- 
where. That vehicle is yours by right of payment. For 
the hire and charter of that vehicle you can say who shall 
get in it and who shall noty,. That is the.limitation of 
the operation he can carry out, and he is therefore a 
limited passenger vehicle operator. 

In essence we have that same breakdown in freight 
vehicles. We have a public freight operator. Without 
too much repetition, a public freight operator is a 
carrier who operates on a schedule over a specified route 
that is filed by him. 

MR. BRAZIER: Q. Would that be a time schedule, 
too? 

A Yes, a time schedule. He is available to the 
Public at large for general freigmting business. The 
Conditions of his licence will lay down exactly what he 
may do between any two given points however far apart 
they may be, whether he may only ‘pick up at point A and 
deliver at point B, or whether he may give intermediate 
Service all the way along that rowte. Then there is the 


limited freight Operator. Beforese I come to the limited 
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freight vehicle licence there is another type of licence 
that we have which is very largely used in this province 
Owing to our perhaps peculiar problems that we have to 
face in the interior of the province, He is a class 3 
public freight Operator, We call him a class 3, That is 
our distinction. He caters to the general public, not 
Over any specified route or on a time schedule. Perhaps 
I might call him a radial carrier, [I think perhaps some 
of the listeners May connect that up more easily. By and 
large he is licensed to Operate within an area when and 
as the public require him. Again by and large, and 
generally Speaking this is true, this is the Over-all 
picture, he hires his vehicle as a whole to the public. 
He is not Sreatly concerned with the type of business 
that a public freight operator is concerned with. He is 
not concerned with Small parcel Stuff, and generally 
Speaking he does not even file class rates. He has 
tonnage rates fi tea,’ He may have some contracts filed, 
He has hourly rates filed. In so far as trucks can 
handle bulk his is pretty much a bulk movement. 
Throughout the interior of our province, and not 
only the interior put here on the lower mainland, there 
are a great number OF Mcarricere ts (] will tell you the 
comparative numbers of those carriers later on - of the 
Class 3 type, It is a very useful type of licence, 
When I say "useful" I am thinking of the use to the 
Public, not particularly of the use to the particular 
Carrier concerned. 
Then we have a limited freight licence too. I might 


€ven call him a contract licencee although we do not use 
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the word officially. Our official designation of the 
licence is limited Préeignt™carriér, He ps In 'facte a "con = 
tract carrier. Hig over-all picture is that ners to, in 
the woods, for example, up in the northern Cariboo. He 
will have a contract with Some -milL ly; or Somebody with 
logging rights, to haul all their logs. He has probably 
got logging equipment, and he is under contract to carry 
the whole of that work. It is not confined to the woods 
of course. We have that type of carrier down in the 
populated areas. For example, the carrying of fish could 
well warrant the issuance of a limited carrier licence to 
Somebody. He has Special equipment. Fish are messy 
and watery and perhaps cannot well be handled with other 
types of freight. He has a contract with the fish owner 
to carry all of his fish from point A to point B. He has 
an exclusive job which keeps his truck busy all day long, 
or his trucks as the case may be, 

These limitations are again put into the wording 
of his condition of licence so that it is the condition 
of licence that in every case ties down the operation to 
exactly what it may be. The condition Specifically states 
that. 

Q Mr. Brown, you have certain private freight 
Vehicles? 

A I am coming to those now. To come to the private 
Operators, there are two classes of private operators, 
A private operator is a person who owns his own truck and 
is carrying his own goods. That is the over-all picture 
Of a private operator. That is split; there is a division 


there. There is the farmer who comes in there, and to 
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whom we give a special kina of private freight licence on 
the basis and on the understanding, and on his Signed 
statement to us that he is only hauling to the market 
Stuff produced on his own farm, and his own farm Supplies 
back again. Provided he is doing that, and if he is not 
cheating and we do not catch him then we give him that 
farmer's licence. It is often referred to as a farmer's 
sieence, It is actually a private freight vehicle licence, 

Quite apart from the farmer we have many business 
forms, Of course, that own their own trucks and carry 
their own goods. The question may be asked, is there a 
charge made for that? Are they carrying for compensation? 
In our opinion the answer to that is that the transporta- 
tion is purely incidental to his main business as a 
furniture maker, if you like. He makes furniture, and 
when he delivers the furniture to a store in. bul or (to 
Somebody's house the actual delivery is purely incidental, 
and very much a minor part of his real business which is 
the making of furniture. He is in essence and essentially 
carrying his own goods. We therefore look upon him as 
a private freight operator and he gets a licence for a 
very nominal fee. In the final analysis it covers all 
trucks and buses and I will Say taxis, limited passenger 
Yenicles. It will carry all vehicles used for hire 
throughout the province. They are all under some type 
of licence, 

THE CHAIRMAN: Q. They are not all used for hire? 

A Not all used for hire. 
MR. BRAZIER: At this point I should like to file 
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various licences issued for the year ending February ,1949, 
It gives the number of the various types of vehicle 
licences in this province. 
EXHIBIT NO. 31: Statement of motor vehicle 
licences issued in British 
Columbia for year ending 
February, 1949, 

Then there is a further brief statement of the 
number of licences issued as a total for the various 
licence years since the Motor Carrier Act has been in 
effect. It starts with the year 1940, and it shows that 
there is an increasing number of trucks, 

EXHIBIT NO. 32: Statement showing numbers of 
i Seen wwvarious. Vcsnces by years 
Since 1940. 

Q ae Brown, as briefly as possible would you des- 
cribe how applications for licences are dealt with, and 
what consideration is given? 

A Of course before a licence can be issued or con- 
Sidered the first step is that we must have an application 
before us to deal with. There are prescribed forms for 
the different types of licences whereby a person may and 
does make application for such a licence. Very briefly, 
Mr. Chairman, the way these applications are handled is 
that in so many cases they will come to us through our 
field men. Let us take one district as an example and 
Stay with that example. Let us take Kamloops. A person 
in Kamloops considers that there is public need for his 
Services as a carrier of one of the different types. He 
Will go to the inspector's office, obtain forms, fill 
them out, and hand them to the inspector with his story 


as to why he considers he should be granted this licence, 


In general our inspectors, before they even send 
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the thing to headquarter's office, will actually go out 
into the territory of the man and make their own investiga- 
tion as to whether what the man says is true. Is there 
need for this service? Are there other carriers perchance 
in that area that are already giving the same type of ser- 
vice? Does this mean that it will just put another 
carrier into the field to take away freight from an exist- 
ing carrier, or is there an actual need on behalf of the 
public for the service? 

THE CHAIRMAN: Q. When you talk of other carriers 
do you mean other vehicles of that sort or do you include 
the railways, for instance? 

A The railways receive their due consideration in 
these investigations, Mr. Chairman, in every case, I did 
not specifically mention the railways because it is a 
curious fact that the railways play a somewhat small part 
in our over-all picture because by ana large they do not 
run through the areas of this province where, I think it 
would be correct to Say, the majority of our licences is 
Mead, Lt is only in certain areas where the railways come 
into the picture at all. You see you have a railway from 
Prince George going west to Prince Rupert. You have two 
railways going east out of Vancouwer. Largely the direc- 
tion is going east, and they cross into Alberta ana go 
east. You have the Kettle Valley line that goes up and 
down the Okanagan Valley, but apart from those railway 
lines in general terms the rest of the province is just 
not served by railways. Where a railway is affected it 
Teceives exactly the same consideration as a motor 


Carrier would. 
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When the inspector feels that he has got the true 
picture of this particular application he will forward it 
to the Vancouver office Where it is looked at and the 
data studied, If, in our Opinion, it does affect other 
carriers to any degree the chances all are that a public 
hearing will be held on that particular application, 

Why I am Saying if in our Opinion it does affect other 
carriers is because it go happens in this province - I do 
not know what the experience is at all in other provinces - 
that on some of these applications for licences that we 
receive no other carrier igs affected, and there would be 

no point in putting it to a public hearing, Nobody would 
have anything to Say about it except perhaps the public 
that actually require the service. Often the applicant 

is the only person concerned. Nobody else is concerned 

so that there would be no point in going to the expense, 
time and effort of putting it to a public hearing. These 
matters are fairly clear. Where there is even a shred of 
doubt as to whether other carriers or the public, ana@ 
particularly the public, are interested in that application 
it goes to a public hearing where both the public and 

other carriers, which includesthe railways, have every 
Opportunity to come and lay their case for or against the 
application, 

COMMISSIONER ANGUS: Q@. Is a licence once given 
renewed from year to year without inquiry? 

A All things being equal, yes. There are quite a 
number of cases where the operating record of a particular 
Carrier may not be very good. There have been a number 


of complaints, or perhaps he is not keeping up his service 
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as he should be. We have a system in our office whereby 
we star those particular licences, and at the time of 
renewal questions are asked as to why he considers that 
this licence should be renewed, but all things being equal 
the licence is renewed, Incidentally the licence is only 
for one year, At the end of the licence year, which is 
the last day of February, the licence automatically dies, 
and the Commission has the power to renew or not renew 
that licence for the ensuing year, I think I have rather 
forgotten where I was. 

MR. BRAZIER: Q. You were Speaking of public hear- 
ings. 

A Public hearings are conducted, as most people know 
and understand public hearings. They are not quite so 
formal as a court of law. Our object in holding these 
hearings is really to get all the information we can that 
we feel might be helpful to us, both from the opposition 
and from the applicant. We get that information, and the 
result of that is that a recommendation is made to the 
Public Utilities Commission. There are verbatim minutes 
taken at all hearings and those are forwarded to the Com- 
mission with a recommendation that the licence be either 
approved or denied. The Commission then makes its decision 
on the facts as it has them before it. 

I think the next point that I should deal with, 
and it is perhaps somewhat minor, is what we do about 
Complaints of present licencees. In the over-all picture 
I think it is true to say that we do not get a large 
Number of complaints. We do get complaints of course, 


whether it be a complaint of an over-charge of a rate, 


awous stl 
mice pats 


corset 3081 3g. 0, teh 
fojemtt sav ds hae, “tease rt wows dias @ « 9 
or sxebtanos ot Hee a 38, ‘paras 548 8 on ft ; ahtch fal 
Lops aatod: agiihdd cd aise Sawsngs aft oiunete SpRM ORE etas 
yino. ah eanegay add “ebagaeb tat Savane ‘et ‘egaBont’ om 
: 2 cst to bag ostt aa teem not 


<4 


pao2h epson BoB t ante. “pea te wat bani m~ 


x 


at cent, SBI SO2i0: 


van ig 


en ee a8 i oon geben 


oe 


Bele ss vet; I fe atnpe: - ve eee ae anig : mod siren $s 


“Seon oLfdug. Ta. Hiilseqendaew, yor ae 


Pend 
ped 


P z HeCeeahn / - a F we ar, 
worm bages PEO. Bis bedosbnes sid egnineed-otidvaiy, A” 
oe abby Foseug yout ‘endif. 5 Lei: Rneeesenear eam ‘ 


tices ee 


p88 tt. wn kb ford ak ogothte neO- wed. Yo-dieo ae ——, 


jend.nago ow sobtanieoyeh Sey. fis dag- of Ylisot at: asrtfs 


"eas se nore iii jea.oy sy td gadod SdatiAleae® rs 
in i dina 988; cW- . rset idgs~ og eos tie 


dite 


hod shen. al dodvebqammaoes a Sadeuah Sead to-d tom 
Re dii ial Thad sor ome eae eter Lame) seks LE EME 


cae ae? ae ives re oe ees oe 
29 880 OFF behtawro? ome ween hae agatasig sf is TB 
skis, 3d soeokl ort, Sead: OT SCI OO fh haaase ncid oe Em 
. Rey s 


2. c0b S45, ceiaht sens po cab t ieee ‘SAT: coset, %9. devo ¥ 


va 


=F es oxdites, “nei sad at: ne, etos? “pal 


ENS oe . 
. ae! vee Re Mae yon “oaeiomgy toy sxosrty Ord: evtebs ‘oF 
eh at at aie ee ee 4 o a ; 
BS ft wiccing wD F vy ! 
.. »  SWOdR: G vey ang uy oie Deeenos | sqertad ee atte 


atusoig vd La~ tay. om pa, fet inpsdnOEs, leas “ho si 


4 


“shal , dag. 20k pe’ ‘sid ville ae or iggadiet sian 


Tire i, 


ois to ade SLioe tdy Bhs » Osh kag 
sien & Yo perebasiae ut), ike siete: 8's 


om ths oA 
pean ae 
St Prk. ary 
2 aie, 
= nee oa 


-2491- Mr. W. Brown 


or of lack of service, whatever the type of complaint may 
be. If it is handy to our Vancouver office we will send 
out one of our Vancouver inspectors to look into the 

mater and possibly ask the complainant to come to our 
office in Vancouver if he is near enough and it does not 
involve too much expense. If it is a complaint from the 
country we will send it to our ficlad man in that particular 
area who will deal with it along precisely the same lines 
we would deal with it in our Vancouver office. 

Our experience of complaints has been that I do 
not think I can remember one Single complaint where 
satisfaction and agreement between the complainant and 
the carrier has not been reached. In the over-all 
picture we do not have a great deal of difficulty with 
complaints. 

Q Will you now deal with the question of rate 
fixing and changes? 

A Mr. Brazier, here and now if I may I should like 
to make it very plain that it would be very difiicule 
for me to deal with the matter of rate fixing. lL amenos 
trying to be at all picayune in the matter but I must make 
it very clear that we do not fix rates. The word is used 
SO many times, and possibly used loosely, but we do not 
do that. 

@ How are the tariffs approved or determined? 

A This is the method that is used, and which has 
been found to be fairly satisfactory. The onus of filing 
a tariff is originally and basically on the shoulders of 
the carrier, It is the carrier's job to Tile nis 


particular tariff with us. Some: of the carriers of the 
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owner-driver type possibly are not blessed with a great 
deal of education or knowledge, although they may be very 
good and worthy operators. He does not quite know how to 
go about the thing and he will come to us and we will give 
him guidance, but we definitely will not tell him what to 
do. We insist that be left in his hands to make his final 
filing so that we can deal with it. Where he wants help 
and guidance in so far as we can we help him and guide 

him as to what we believe might be a good thing for him to 
do. 

In the case of the larger carriers that have 
accountants and so on, and have perhaps a certain amount 
of administrative ability that the smaller man may not 
have, they make up and file their own tariffs, so that one 
way or another it is the carrier who makes his filing. 
When we receive that fi hing, if it. deka: brand new fiiine. 
it is true we have no experience of that carrier's opera- 
tions to go on, but we do have experience of simizer 
operations, and it need not necessarily be in his own 
area. It is true we have that experience to draw upon 
plus possibly our own small measure of experience, We 
try to decide in general terms whether the charges that 
he 1s applying to make would be reasonable in so far as 
the public are concerned. We are only secondarily 
interested in him as a carrier because the whole legisla- 
tion of the Motor Carrier Act is primarily designed as 
@ protection to the public. Our thoughts are, is thig 
a fair and just charge to place upon the public? Our 
thoughts run along the lines of what we know in general 


terms is the cost of operation, the value of his service. 
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When we talk about cost of operation I should like to say 
here that we include the over-all picture of the value of 
Service, the whole cost of the concept of service he pro- 
poses to give to the public. We attempt to decide between 
what he applies to charge and what we believe would be a 
proper and just charge, as to whether or not his Filine 

is acceptable. 

If we find it acceptable we will so recommend 
to the Commission with our reasons for recommending. They 
will either agree with us or disagree with us. The Same 
thing in principle, but a little more So perhaps, applies 
to applications for changes in tariffs. It is our 
experience that applications for changes in tariffs per- 
haps occur most in the more populated areas. Perhaps 
there are reasons for that, and they are inclined by and 
large to come from the larger carriers. There we are 
dealing with the type of person whom we can ask for 
Specific and definite information such as financial 
Statements, what his operating experience has been, why 
does he want this change? Incidentally the change, of 
course, is mostly upwards and not downwards. Addeed to 
that we have a certain amount of information of our: own 


that is very useful to us. 
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There is an arrangement between our provincial 
government and the Dominion government whereby each motor 
carrier files, every year, a motor carrier's annual 
report. This report is a breakdown of his revenues and 
his expenses, and so on, Through anarrangement with the 
Dominion Bureau of Statistics, that report is filed through 
ouroffice in the first place, We deal with them, in so far 
as we can; and when it presents a fairly clear picture 
of the main operations, we forward a copy of it to Ottawa, 
retaining a copy of it for our own files, 

We found this was helpful when we got applications 
for changes, because we Just go to the file and pull owt 
the man's sheet, and we Say to the man - a we have done 
On more than one occasion . it appears that you made 
$20,000 last year, yushowed that as a net profit; so why 
are you now asking for an increase in rates? 

COMMISSIONER INNIS: Q. Is it not a question 
of the value of the service, the cost of the serVice that 
is referred to? 

A. As I said a moment ago, we are perhaps suffering 
from growing pains in our industry and we are rather 
inclined at this 6tage of the game, anyhow, to look upon 
the complete cost; and when we say cost of Operation, we 
rather mean the complete and total cost of giving that 
Service, It is rather the practice to make distinctims 
there. But perhaps they have rather different problems to 
Meet than we have. But we have found it to be reasonable 
and satisfactory to look upon the giving of service as a 
Whole and asking: What does it cost you to give that service? 


Q. What about different rates for different 
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commodities, or is it Simply a matter of weights? 

Ae NO; It Y¥s*noee Vour question would only apply in 
certain cases. It would only apply, for example, in the 
case of the public carrier, who caters to the public and who 
offers himself to the public as a common carrier, I would 
ask the railways not to quibble with me on that term. They 
know what I am referring to when I say "commcn carrier’, 
We may call him that here, just for our purpose, a common 
carrier. He offers himself to the public to Carry any 
commodity within the limits of his vehicle, be it something 
on the class rate, a small package, or perhaps two or three 
tons of stuff. 

Q. But there is a sort of embryonic freight structure? 

A. Thereis, very definitely, But if you are asking 
mes: Do the public carriers, the common Carriersayene & wih. 
call them, do they have class rates filed and tonnage rates 
and so on, the answer is Yes, they do. But that refers 
rather particularly to the public carrier; so I say, common 
carrier to make the distinction, ss not to the public carrier 
which we call a class 3 carrier. He is a radial carrier and 
is much more inclined to carry bulk, whole truckloads of 
something. Therefore, his charge would be based more on the 
use of the vehicle for a given mileage, and for a specific 
time limit, 

COMMISSIONER ANGUS: Q. In a period of falling 
costs, would you take the initiative in asking a carrier to 
reduce his charges? 

A. Yes. In fact, we would rather do that before they 
get to the point of being filed charges and accepted by 


the Pyblic Utilities Commission; when they are in the state 
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Of being dealt with, it is quite a common practice for us 

to point out to the Carriers You ane asking us to charge 

$5, let us Say. We will deal so much with a rate for a 
vehicle on an hourly basis; and we point out to him: Look, 
you have this particular type of equipment; the conditions 
under which you are going to work are such and such. Your 
loading and unloading factors are such and such. Can you give 
uS any reasonable reason why your rates should be $5 an 

hour, when it is a fact that comparable.services in other 
parts of the province charge only $3? Why do you want $5? 

And unless he can show us why he wants $5 - perhaps he 
will say: I will change that. Then we Sayi ALG Ls up. t6 
you. You are making the Paling: But Af you leave it as 
it is, you will first have to convince us that the $5 is 
warranted. 

COMMISSIONER INNIS: Q. Do you become embroiled 
in labour difficulties? 

A. I am afraid we have no part or parcel with such 
Matters. in our affairs. That is purely a matter between the 
individual company or carrier and his staff, 

Q. But Supposing the units came and asked you for an 
increased wage? 

A. It might well reflect on any application for a 
Change. In recent months, of course, that reflection has 
been seen, 

COMMISSIONER ANGUS: Q. And if you approved a rate 
as being reasonable because of the costs involved, and then 
for some reason those costs fell - let us say tat gasoline 
became cheaper, or something of that sort - and the question 


arose of renewing those rates for another year, might itnct 
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happeh that you would take the initiative in saying: 
This rate which was once reasonable, is not reasonable any 
longer? 

A. I think the answer to you is that: If, in so far 
as the carrier igs concerned, such a happy state of affairs 
were to come about that his costs were to drop, then Lt 
think we would be prepared to take the initiative, But, 
in fact, I do not think that we 2ver would have to take 
the initiative because, in fact, you would have then such 
a condition be ee are no monopolies that I can think of 
in the motor carrier business - there is always competition 
between one carrier and another; and you would have the 
factual situation of one carrier realizing that he could 
quickly get added business by legitimately reducing his 
costs; and he would be writing in to us to say: I want to 
reduce my rates. TI think the thing would take care of 
itself without question, 

But there is a question of policy involved there, and 
conceivably I might have to consult the Commission on that 
but it is possible that we would take the initiative. 

Q. But it has not happened so far? 

A. No, because the tendency so far is actually the 
other way. Costs have been rising and rising, and we have 
been faced with increases, certainly with no question of a 
decrease, 

MR. BRAZIER: Q, Is it correct to say that once 
a tariff nas been filed with you and accepted, it becomes 
the only 13K81 charge that the carrier can make for the 
Servites he is rendering? 


A, That is wholly correct, 
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Q. And he cannot vary it either upwards or downwards, 
without first filing and having accepted a new tariff? 

A. That is wholly correct. I was going to state that, 
I do not’ think I have anything else to add before I come 
to that statement, except to Say that with respect to our 
inspectors in the field, we train them inasmuch as we can, 
to know a reasonable amount about trucking rates. It is 
quite often that they can give us a lot of useful information; 
and applications are sent to them asking for specific 
information on this or that point. We do get a lot of 
information from the field. “ana. if necessary, we send our 

rate examiner out into the field, possibly to meet with 

various carriers in an area, or to meet with the pubiie. cp 
possibly tomeet with both of them at the same time. That, you 
might say, is a public hearing, but not quite. It is not a 
public hearing in the sense that it is not a forma] hearing, 
and is not advertised as such. But from our experience we 
have found that by dealing with our rate matters in this Way, 
we actually get more and better and faster information than if 
we put it up to a public hearing where, sometimes, everybody 
tries to talk at once, and so many people talk off the point, 
That so often happens at rate hearings, you do not get at 
the actual specific point that you are after. But we do get 
the information anyway, and we do deal with it. But, of course, 
we are always prepared tohold public hearings when necessary. 

Q. You might term it a public inquiry rather than a 
public hearing? 

A. Probably that would be a better term, I think I have 
taken up much more time than. I had in mind to, but I have 
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anything further I need Say, unless somebody would like 
to ask questions, 


CROSS EXAMINATION BY MR. FRAWLEY 
eR AWLEY 


MR. FRAWLEY: 2. Mr, Brown, were you not definite 
in saying that you did not fix the rates for the public 
carriage of goods in this province? And when I say goods, 
it is freight with which I am chiefly concerned, 

A. That is ‘true, but with three very small 
exceptions. Dr. Carrothers menticned those exceptions 
yesterday. The over-all picture of that statement is true, 
yes, We do not fix the rates, but there are three 
exceptions. The exceptions are relatively minor. There 
are exceptions, The feeling of the Commission is that they 
do not want to Say what the rate is and DVESERILDe si ts) That 
is rather a matter for the carrier to say what the rate 
Should be, And if the carrier is within whatwe censider 
to be reason, then his rate will be accepted for BIE ESE gyrae 
Now, as to the exceptions, there is this traffic I mentioned 
that runs from Vancouver to Prince George, Those carriers 
who happen to be only two in number, work under a prescribed 
faritt, 

Q. When you say "under a prescribed tariff", what does 
it involve? 

A. If you take Vancouver and travel east, and then a 
little north - 

Q. How far east? 

A. A hundred miles. 

Q. To Hope? 


A. Yes; and then turn north, 
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7° To “Lytton 


Q 

As” Keép "going. 

Q. Up to Williams Lake? 

A. Keep going. 

Q. To Quesnel and Prince George? 

A. Now you have got there, 

THE CHATRMAN: ‘How many carriers are there? 

A. There are only two. 

Q. And how many vehicles does that mean? 

A. I think that one of them has six vehicles, and I 
think the other has seven, Roughly, that is correct, 

Q. So that all those 12 or 13 vehicles carry the same 
form of licence and conditions? 

moet. Yess 

Q. And therefore they carry the same kind of business? 

A. Yes. 

MR. FRAWLEY: Q. What is the exception in those 
cases where the Board fixes the rate? 

A. There are two other cases; one is the sightseeing 
business in Victoria, on which the Commission has decided to 
set the rate; and the other case - - 

Q@. Mr. Brown, I want to talk about freight. We will 
just skip the Sightseeing people. Let us not worry about 
the sightseeing part of it. Tell us about the freight? 

A. To tell you about the freight, I still have to go 
to the third exception. 

Q. But I have only the one exception so far, and that 
is from Vancouver to Prince George. 

A. Will you let me answer your question in my own way? 


I am trying to give information to the Commission. 
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2» Very well. I would like to have an answer. You 
Said there were three exceptions? 

THE CHAIRMAN: Have you not rather lost Sight of 
the question? 

MR. FRAWLEY: I want to know what the three 
exceptions were, 

THE CHAIRMAN: Exceptions to what? 

MR. FRAWLEY: Exceptions to the rule that the 
Commission does not fix rates. 

THE CHAIRMAN: But we have already had one, 

MR. FRAWLEY: Yes, Mr. Chairman; but the witness 
is speaking about a third. 

THE CHAIRMAN: Q. Oh, you say there are two others? 

A. Yes. There are three exceptions. I mentioned one, 
the one to Prince George; and then there is the one ahout 
the sightseeing in Victoria. 

Q. But Mr. Frawley is interested in the Preitpnt, 

A. The third one is freight, yes. It is in the area 
in the Okanagan Valley which runs from Salmon Arm to the 
border. There is 4 prescribed tariff in that area which 
deals with freight. It happens to be largely fruit, but 
it is still freight, 

MR. FRAWLEY: Q. Whereabouts in the Okanagan Valley? 

A. Fron Salmon Arm down to the border, 

Q. And what about the cartage of freightfrom Vancouver 
to Prince George? And the movement of freightin the Okanagan 
Valley; those were the exceptions, those two cases? 

A. In answering your question, I am perhaps answering 
a question on policy of the Commissions; but as to the 


reason, I have no hesitation in saying that it is not the 
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policy of the Commission to prescribe rates where the 
Situation will take care of itself by the carriers filing 
their rates; and such a rate as can be accepted, in thege 
particular cases, It was found years ago that the situation 
was out of hand, a little unmanageable. So finally the 
Commission exercised its authority and said: Look nere,. you 
fellows, you carriers and Shippers, if you cannot come to 
some arrangement whereby you can file with us some thing 

that we feel we can accept, then we will Step in and tell 
you what the rate is going to be. That is, in effect, what 
was done, 

Oo BOL. 2 hie, roughly, an historical reason why the 
Board fixed the rates on their own initiative on that move- 
ment from Vancouver to Prince George and the movement in 
the Okanagan Valley? 

A, You must bear in mind all the conversations that 
went on at that time, 

Q@. Now as to the other reasons, you say the carriers 
make a filing and then you approve or disapprove of it? 

A, That is right, 

Q. And that can only become the legal rate to be 
charged, when the Commission has approved of it? 

ee Inat is right. 

@. And that is the degree of regulation of rates in 
British Columbia? 

A, That is the substance of the regulations. I would 
not say it is the Sia ge A: ig rather Girriculty «hut 
it is the substance of a Ta 

@. There cannot be any legal charge except it be 


Upon a tariff of which the Commission has approved? 
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A. That is right. 

Q- Now, as to the movement of livestock from the 
Peace River country into Edmonton, What, particularly, 
if any, does your Commission exercise? We were told in 
Edmonton that there was now a movement from the Peace River 
country into Edmonton. I assume that some of it comes frm 
across the British Columbia line? 

A. Are you assuming, or stating? 

Q. I assume that some of it would originate in the 
Peace River block, 

A. Are you assuming or stating? 

Q. I am assuming. 

A, When you say: If there was such a movement, what 
would we do about it 

Q. That is right; what regulations, what rates would 
you have? 

A. What do we have? None, because, to the best of 
my knowledge it does not happen. You say that you assume 
that such a movement is going on. If your assumption is 
correct, what we would dowould be the following: The 
movement of livestock is obviously such a movement whereby 
the whole of the vehicle must be chartered to ~ the 
berson, to the farmer. Therefore, you are dealing with a 
movement of a vehicle which should be on an hourly basis, 
possibly a mileage basis. I do not know until I actually 
See the filing of the conditions, 

@. Did you never hear of a trucker, a public service 
vehicle trucker, Stopping at one man's farm to pick up one 
head, and then stopping at another head to pick up two more 


head, and so on, taking them into the market? 
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A. What is a public vehicle? 

Q. A common carrier? 

A. That 1s public freight. No. TI have not heard 
of our public freight Operators, whom T loosely refer to 
as common carriers, Stopping to pick up horses, 

Q. Horses or Steers, for market? 

A. A steer would take up more room, even more; so, 

Q. Well, what aboutthe movement between Cranbrook 
and Calgary. 

A. Movement of what? 

Q. Anything, general merchandise, 

A. Exactly, what do you want to know? 

Q. What regulations and rates have you got? I am 
only concerned with the regulation of rates, 

a. 1. Wart tO be quite clear as to the question, The 
regulation of rates applies to Mr. Dench Just as it applies 
to anybody else, He has filed rates which have been accepted 
and approved. What they are, I cannot tell you. I would 
first have to refer vo his £116 to see: 

Q. Can you tell us the considerations which entered 
into the fixing of the rate which Dench charges? 

A. I think the general considerations,-in the first 
Place, . his rates were filed as an individual company, 
run and operated by Dench. But it is now run and Operated by 
the railroad. But I feel no difference has been made in 
the tariffs ang that his former and original filings are still 
there, 

@. And in so far as the British Columbia part of that 
haul ig concerned, the traffic would have to be carried by 


the rate which was approved by your Commission? 
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A. In so far as British Columbia is concerned, yes. 

Q. And if another trucker, let us say, offered the 
Shipper to carry his goods from the border, say from Crows 
Nest to Cranbrook, you would not permit that? 

A. You want a yes or no ans’ 2r. I am not prepared to 
Say yes or no, We would want to know: Why should he do it; 
would there be any benefit there to the public; at what 
rate would he propose to do it? 

Q. At something less than you had already approved, 

A. I think, along general lines, as a general 
principle, merely because somebody comes along and wants to 
do something at a lesser rate than the existing one charged 
by the present operator, we would not be too favorable to 
it, all other things being equal. 

Q. You would not take into account that it might 
furnish ©. some competition with the railways which parallel 
this movement? It igs parallel with the railway Lines. is 1t 


not? 


THE CHAIRMAN: Which movement? 
MR. FRAWLEY: From Cranbrook to Calgary, crossing 
the border at Crows Nest, B.C, 
THE CHAIRMAN: Yes, 
THE WITNESS: Would you mind asking your question 
again? 
MR, FRAWLEY: 9. I say that that particular 
movement from Cranbrook to Crows Nest is paralleled by a 
railway movement? 
A. Yes, 
Q. And the fact that that particular carrier might like 
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to offer some competition to the railroads would not 
enter into your calculation? 

A. 6ST Lt were merely on the basis of competition, 
no. There would have to be Something else besides, 

Q. So the fact that some competition would be 
offered to the railroad in the matter of rates, would not 
enter into the calculation in this matter? 

A. Yes and no, 

Q. Let us have both, 

A, If you have a condition of competition that we 
would consider healthy from the point of view of the public 
and if competition would be to the public advantage, to 
the ultimate public advantage z that is, if we felt that such 
competition would ultimately be in the public interest, which, 
of course, would take in the field of rates, which is only 
&@ part wf the picture, then we would give that very serious 
consideration, But, if,as you Suggested to me by your 
question, that it ig Just some competition, then that of 


itself would would not weigh greatly with us. 
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Q. The desire to simply share in the business, 
just the desire to share in the business with the railway 
and to participate in that business DyAreducing. the rate. =. 
that you would not give any particular blessing to? 

A, IT am Crying to say to you, Mr. Frawley, that 
if that is merely the carrier's desire, we are not so 
particularly concerned with the carrier's desire as with 
what will ultimately redound to the public interest. Lf 
the public interest is tied up in that desire we will 
Bive it consideration, but if it is merely that desire, 
period, I do not know that we are greatly concerned with it. 

Q. And you would not feel like making a start, at 
least,. andiet ting. the man carry 1t at something less, 
just to afford to the public some competition, some rate 
competition, some price competition, through the railways: 
that would not enter into your calculations: 

A. I would awfully like to see the specific appli- 
cation to deal with that in answering that. You are 
putting a rather hypothetical situation that does not 
exist, that I conceive it hard to exist, so that the 
answer is somewhat difficult. 

Q. portinat there dic: not any doubt: about at, he 
regulation of the rates in the trucking industry in this 
province does keep down the competition from the trucks; 
eney is pretty obvious, isn't it 

THE CHAIRMAN: Does keep down, 
MR. FRAWLEY: Q. Does keep down the com- 
petition from the trucks 

fh. Do you mean competition by the trucks 


). I mean by the trucks, yes, from and by the 


trucks. 
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A. Well, that may be your expression of your 
thought, but I do not know that I altogether agree with 
your words in the way that you have phrased that. 

Q. Le OS usu question, Mr. Brown, just a simple 
question. I put. it to you, it is a fact that you do 
regulate the rates in the manner which you told us 
militates against having truckers going into the business 
of carrying goods in this province?’ 

A. I think the answer to that is rather, does it 
control the existing condition as is? As to whether it 
Stops other people coming in or not, I do not think I can 
answer that question. 

That is what I am inerested in knowing. 

A. You mean, does it control the Situation.as <6 
exists now? Of course, the answer is yes. 

Q. All right, that is one answer. Now, does it 
keep down the competition? Does it mean we have fewer 
truckers moving goods on the highways of this province 


than would otherwise be the case if there were no rate 


controls? 
A. I do not think any man can answer that question; 
he can only guess. If you want me to guess, you can put 


My answer down as a guess. 


Q. No, no. Now, you tell me that you sometimes 


limit a trucker from doing intermediate business? 


fe, Intermediate business between two specific 
points? 
Q. Pick-up and delivery at intermediate points? 


A. That.is right. 
Q. In other words, if I had a licence from you 


to truck between say Fernie and Cranbrook, you might 
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prescribe in what you call the condition of my licence 
that I could not déliver to these places, Blko and 
Galloway and Gardner and Fernie? 

A. We might, yes. 

Ds Lon MiLehiado chat 

As We might. 

Q. What would be the purpose of that limitation? 

The purpose of that limitation would be rather 
this, Mr. Frawley, that if such a prescription were -- 
gusc let us suppose that --- 

THE CHAIRMAN: ©. If what? 

Ae If such a prescription were put into your 
Gendition of licence, I have got to presume that your 
application would be to enter into direct and needless 
competition with some other carrier that was already giving 
precisely that service. 

MR. FRAWLEY: Q. Perhaps a railway? 

A. Oh, perhaps. 

Q. Yes, perhaps a railway? 

A. Perhaps -- in fact probably, in that area. 

THE CHAIRMAN: Q. What do you mean by needless 
competition’ 

A. Competition that could serve no useful purpose 
to the public, Mr. Chairman -- that the public was getting 
adequate and ample service now. 

Q. What harm could it do? 

A, Lt it possibly do this, and our experience 
has been this, that if you have any particular route that 
is over-licensed and over-trucked, you are setin 


up a beautiful condition there that is conducive to rate 
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cutting. The rate cutting and the unbridled com- 
petition between carriers eventually in the long run, 
our experience has shown, means this, Mr. Chairman, 
that these people get insolvent, they go broke, they 
cannot maintain their equipment, they cannot maintain 
the service they offer to the public, and eventually 
the poor public suffers by getting a very indifferent 
pervice or perhaps no service at all. 

Q. But Mr. Frawley, I think, was talking only in 
this area of competition between the railway on the one 
hand and trucking on the other hand, not different 
trucking concerns operating against each other? 

A. Yes. 

Q. How would you answer that? 

iB. Well, I felt that I had answered that, Mr. 
Chairman, by saying yes, we would probably take into 
consideration the railway's situation there -- in fact, 


certainly rather than probably. 


QQ. You see, the railways can stop at any station 
intermediate. 
Be. Quite. 


Q. But you would say that it might prevent the | 
trucks from doing the same thing. ; 

A. It might prevent the trucks ,yes. 

5 Why, then? Because the railways might be put 
out of business? Do you mean that? 

A. I would not suggest that that would put the 
railways out of business, Mr. Chairman, but it might be, 
it could be -- this is all hypothetical; we are only 
Supposing this case. 

Q. As a matter of fact you do not do any such 


thing? 
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A. NOs NOt that particular area, but it could 
Well. be. that.af the public are receiving adequate service 
from the railway there is no need for additional trucking 
Service there over and above what they already have, and 
we would look at that very carefully, and we would 
hesitate to grant an additional licence over that route 
that in our opinion would already be well Served. and if 
we did deny it that condition would be so stated on the 
licence. But it is rather hard to answer you precisely 
and with precision there, Mr. Chairman, because one wants 
to see the actual situation and to appreetate the par- 
ticular local problem to be dealt with before one can say 
Mes. OF NO., I can only answer in general terms as to 
what we might do. 

MR, FRAWLEY: 9. Mr. Brown, you told me that 
you would impose this condition of no pick-up and delivery 
at intermediate points when the competing carrier was the 
railway. Now you have told the Chairman that it does 
not apply in the Fernie-Cranbrook area? 

A. I think perhaps you misunderstood me. Pde 
not tell you that we would do dts Ly Ouida aol tA ea we 
M2htdo it. 

Q. Have you got an instance any place where you 
do impose this restriction against pick-up and delivery 
at intermediate points? Can you pick out any instance 


at all, whether the competing carrier is rail or highway 


Carrier‘ 
A.Yes, we do. Lam just toying tosthink ofiucome 
instances here. For example, you have a railway running 


from <rince Rupert to Prince George, Mr. Frawley. Now, 
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we have several applications pending over that road for 
motor carriers that wish to give a road service, Now, 
there are rather complicated ¢gonditions there that have 
led us up to the moment to not allow motor carriers to 
Operate on schedule as common carriers over that road, 
but what we have allowed, which is only a partial answer, 
is that there igs 2 motor carrier who operates out of 
Prince George west towards Prin € Rupert, who has now 
entered into contract with the railway to carry railroad 
goods that are received at Prince George and forwarded by 
motor carrier, and he igs under contract to the railroad 
vo carry that out. That was the railroad's Suggestion, 
an application. It all looked fair and reasonable to us, 
and that application has been granted. But in general 
and over a number of years -+-- 


THE CHAIRMAN: Q. He is not competing with the 


railroad? 

A. He in particular is not competing with the 
rai lroad . 

Q. He is complementing? 

A. He is complementary to; but there heave been 


Over the course of years many applications for freight 
line, motor freight line, over that road running west out 
of Prince George which have been denied -- not a hundred 
per cent, because there is a railway service there, only 
in part, but the other part is because in our opinion 

the traffie did not exist, the population was so sparse 
it would not have been an economical operation, and in so 
far as we could see it would merely mean possibly taking 
away from the railroads, who in our opinion were in that 


instance giving an adequate service, and putting it on 
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a truck, and there seemed to be very little Poin Gan ts Ge 
SO over the course of the years there is more than one 
carrier who has been denied that route. 

MR. FRAWLEY: 2. Even though that carrier was 
perhaps prepared to carry it at something less than the 
rail rate? 

As Weli, £ cannot accept that, when you say ‘even 
though", because, frankly, I do not remember whether that 
was the condition or not, honestly I wouldn't know, but 
are you asking me just Supposing that were the condition? 

Q. Yes, would that have entered inte 12. ifane had 


offered to carry it at something less than the rail 


Paritfs: 
A, Die nec vrhank 1% would have been a major con- 
Sideration. I think the answer would have been the same. 


It is rather the over-all picture that we look at. 

a. So that, whether the rail rates are corsidered 
to be a little too high or not, you do not look in the 
direction of the trucks in this province to keep them down? 

A. To keep who down: 

Q. To keep the rail rate down? 

A. That is not their mission. 

Qs No, that is not their missions; and apparently, 
Be i-may say so, your regulations rather militate against 
the trucks performing that function of keeping the rail 
rates down? 

i Yes, that would be your thought, of course. 

Q. Did you ever hear tell of the fact that the 
trucks are keeping the rail rates down between Celgary 
and Edmonton? Perhaps you haven't any knowledge of that. 


A. Not to a slight extent. 
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Qs Now, Dr. Carrothers told us yesterday that the 
Canadian Pacific itself would have to show that its service 
was complementary before it would get a licence: that is 
the note Litselk. On the assumption that that is a cor- 
rect note, would you tell the Commission whether or not 
Dench of Canada operates between Crows Nest on the British 
Columbia line and Cranbrook and Fernie? 

MR. SINCLAIR: Mr. Chairman, I think in fairness 
Mr. Frawley should Say that Dr. Carrothers Said; ror’ a 
licence in their own name. 

MR. FRAWLEY: All right; I am very glad to make 
the correction. Thank you, Mr. Sinclair. 

Q. Dr. Carrothers, then, said yesterday that before 
the Cenadian Pacific would get a licence in its own name 
it would have to establish the fact that it was operating 
2 complementary service to its rail Service: that is what 
you understand is the rule, is it? 

A. APSR youras kivie™ eos. s 

his No, I am putting that to you now. 

A. My understanding of what Dr. Carrothers said? 

Q. No ; is that your understanding of the 
Commission's rule, that before the Canadian Pacifie could 
get a licence in its own name it would have to establish 
that its service was complementary to its rail service 

A. When you say the Canadian Pacific, do you mean 
the C-nadian Pocific as such, as a railway? 

Q. That is what my friend Mr. Sinclair has just 
brought to my attention, that Dr. Carrothers limited his 
remarks to the Ccnadian Pacific applying for a licence 
in its own name. 


A. Yes. 
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Q. May we take it, then, for the purpose of my 
next question, that that is the Situation in the Commission 

A. M'hm. 

Q. Now, All right; now, the --- 

es When you say all right, what are you Saying all 
rent toy) Mr: Frawley? 

QQ. Do you agree with me that that is the rule in 
the Commission now? 

A. I would answer that by saying this, that as we 
have not been faced with that particular problem I do not 
know that I have such a ruling from the Commission. re, 
Dr. Corrothers did perchance say that yesterday, he is 
probably saying to you what he might rule should such a 
Situation occur, but I do not know that I have been faced 
with that situation, and, frankly, I do not believe that 
I have such a ruling on my files. 

Q. We do have now the actual existing fact that 
Dench cof ‘Canada , wholly owned by the Canadian Pacific 
Railway, is engaged in trucking service parallelling the 
lines of the Canadian Pacific Reiiways bs, that the fact 
of is} Lt not: 

A, beceiieve thats \a fact, oes. 

Q. Tete ta ifaeit 

A, AS you know; but let me add to that this, Mr. 
Frawley, that to us -- when I say us I-mean the Motor 
Carrier Branch and the Public Utilities Commission -- 
the fact that Dench is owned by the Canadian Pacific or 
any other railway as such does not have a great deal of 
bearing. They are to us a motor carrier primarily, 


and dealt with as such. 
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Q. The fact, tiens. thet the Canadian Pacific came 
into this province and bought up Dench of Canada was not 
any great concern, I take it, to the Public Utilities 
Commission? 

A. You may take it, but as a matter of fact it was 
of a considerable amount of concern. 

Os What was the concer ? 

A. The concern was that it waS @ new situation 
that required thought; that was the concern. 

a. Thought? 

A. Thought. 

Q. I know, but I am interested in what kina ot 
thought . 

A. Well, Mr. Frawley, the kind of thought --- 

Q. It does not tell me very much to say that it 
was a matter of thought. 

A. Well, I was answering your question. The kind 
of thought that you aS a very able barrister would Sive to 
any Situation that would come before you that in your 
Opinion might have certain implications in the future; 
you do not know what those implications would or coula be, 
but you immediate Start to give the matter thought, and 
I take it that that is what our Commission did. 

Q. Mr. Brown, Dench of Conada was bought, lock, 


Stock and barrel, by the Canadian Pacific Railway, and its 


trucking service parallelled the lines of the Canadian 
Pacific Railway; now, what thought did you give to that? 
mie 48 21) I want to know. 

A. Mr. Frawley, if I may interrupt here, really I 


believe that I am here to give the best of my information 
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and knowledge to the Commission here, but I do not quite 
understand what you are trying to make me say. Now, will 
you put it into baby English so that my poor brain can 
understand it? What is it that you want? 

Q. Mr. Brown, we will just go away from Dench of 
Canada entirely. Now, you did say to the Commissioners 
some little time ago that you were inclined to look at the 
complete and total cost of Siving service -- I think you 
were answering Dr. Innis -- the complete and total cost 
of giving service 

A. yes. 

Q. And, frankly, I wondered a little bit what 
that meant -- the complete and total cost? 

A, Well, we rather mean this, Mr. Frawley, there, 
that in talking to people who are conversant with rates 
you have found unquestionably in your experience that people 
are inclined to divide the question of the physical cost 
of running a vehicle to the cost of Supplying an addi- 
tional and an outside Service which is Supplementary to 
and complementary to and necessary to the service 
aS a whole, and what I rather mean there is, when we talk 
about cost of operation we are looking at the complete 
Service as a whole, without trying to split hairs or break 
that down. What does it cost the man to give this 
Service that he is offering to the public, to pick up 
Something over there and to land it in his warehouse 
Over there? What does that complete operation cost 
him? That is rather what I mean by cost of operation. 

Q. Well, that is the cost of moving the traffic; 

I did not know what particular importance you were 


attaching to --- 
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oe Well, if you agree, we have no difference of 
Opinion. 
Q. I was wondering what you meant by complete 


cost as distinguished from --- 

A. Bxactly what I say, the complete over-all total 
cost of the complete operation. 

MR. O'DONNELL: 4. Including profit” 

A. We include profit, yes. 

MR. FRAWLEY: Q. Now, I was just interested to 
know what facilities you had for exanining into 
cost, transportation costs, in the Commission? 

A. Well, now, if it is the Commission's desire 
that I repeat that, Mr. Commissioner, I would be very 
glad to go over that again. 

Q. No, I do not want you to repeat. 

THE CHAIRMAN: What was the question? 

MR, FRAWLEY: Mr. Chairman, I was asking him 
what facilities the Commission had to examine into 
transportation costs, and I had made no note that the 
witness had said it before. 

THE CHAIRMAN: When you say transportation 
costs, do you mean all transportation? Railway? 

MR. FRAWLEY: Oh, no; I mean the motor carrier 
costs. 

. THE WITNESS: Well, would you like me to go 
into that again, Mr. Chairman? EL thought I nad pairiy 
Well dealt with that. 

THE CHAIRMAN: Well, you had better begin to 
answer Mr, Frawley, and if you are covering the same 
8round we will tell you. 


THE WITNESS: All right, sir. You see, first 
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of all, we have two or three sources of information, Mr. 
Frawley. The first source that we would look to is upon 
application of a carrier. Let us suppose it is a change 
in rate, so that we have got a specific case to talk 
about. When there is an application fora change of 
rate made by a carrier he must support that application 
with information that will Satisfy us as to why he needs 
that change. I am supposing that the change is an 
upward revision, which they all have been in the last 
number of years, you see, and he has got to Supply us 
with information as to why he needs that. Furthermore, 
why does he think it is a fair charge to the public, even 
though he can show us that financially he needs that? 

MR. FRAWLEY: 9. Just let me Stop you there. 
You say even though he can show you financially that he 
Hees it? 

A. Me Se 

Q. Probably that is what I would like you to talk 
about more. What means have you got for testing whether 


or not financially he needs an incerease? 


A. Well, in our regulations, if you look towards 
the end of our regulations you willsee there -- I think 
Dr. Carrothers reterréed:toyitsyesterday =s again bearing 


in mind of course that this is an industry, Mr. Frawley, 
that is still suffering somewhat from growing pains, and 
that a large part of our work has heretofore been 
Educational, that we have had to bring this thing along 
to the point where we have got it now, which perhaps is 
not quite a point that our worthy friends the railways 


are, with their accountants and their records System. 
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Q. Mr. Brown, I realivy ds not want to interrupt you, 
and I apologise to you for appearing to do SO, but really 
what I want to get down to is, what have you got in your 
organization? Do you have chartered accountants, do 
you have cost accountants, do you have engineers and 
experts to examine into these costs as they are laid before 
you: 

A. I sees that is what you want. We do not have 
chartered accountants-I do not’ believe they have them in 
this country -- but we do have a man who has had a very 
good grounding in rate making, who is by way of being what 
we consider an able accountant, has quite an experience 
with the vehicles, with the problems, and with the type 
of transportation that he is dealing with, We have to 
back that up certain people that the Commission rads... that. 
they do have experts, that if and when required Tang at 
the Commission's pleasure they could be put to work on 
Some knotty problem that perhaps is too much for our 
brains. 

Or. How about the knotty problem of depreciation 
accounting, whether it Should be on a user basis or ‘on’ & 
Straight line basis? Do you know which method you use 

Ae, Well, we don't use any method’ at°all® a2 i 
rather the carrier that uses the method. 

A Thank you, Mr. Brown. 

CROSS-EXAMINED BY MR. EVANS 

Q. I have just a few questions, Mr. Brown. What 
Obligation, if any, is put upon a public carrier -- I am 
thinking now in terms of the carrier that has a specified 


Toute -- to carry what traffic is offering? 
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A, Well, Mr. Evans, the obligation is rather this, 
that we look to him to, rain, hail or shine, in all that 
that might mean, accept, within the Limits and the 
capabilities of his vehicle, any freight that is offered 
by the public, and if he is a public carrier, which is a 
carrier running on a schedule, he must Carry ouy His 
schedule, be at the times and at the places that he says 
he will be; he must be there when he says he will be 
there; in other words, he must carry out the commonly 
known functions of a common carrier to give that service 
to the public and accept whatever is offered to him. 

Q. Then he has filed with you a classification, 
has he, or have you established a classification? 

fo Yes, he has, Mr. Evans. That classification, 
if I may say, is not always the same in every case, of 
all carriers. Our experience was that in the early days 
all carriers used the Canadian Freight Classifi¢ation. 

Of later years the larger carriers have, in certain areas 
such as in this lower mainland area of ours between here 
and Hope, which is fairly well populated, got together 
and decided that the Canadian Freight Classification was 
perhaps a little cumbersome, and they have introduced a 
Classification of their own, which is essentially anda 
basically, though, still the Canadian Freight Classifi- 
cation, but just a little more simplified. 

Q. It is subject to your approval? 

A. On, auite;s oh, yes. 

Q. Then if a carrier chooses to limit the number 
Of commodities which he wants to carry, he may file a 
limited classification and file a rate scale 


based on a limited number of commodities? 
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A: Well, if he were a common Carrier I tUnink we 
would boggle at that, Mr. Evans. 

Or That is what I want to find OUT. 

4 Because we look upon him definitely as a common 
carrier offering service to the public to carry whatever 
they have to offer, always providing that it is within 
the limitations of his vehicle, 

Q. Then if he found more traffic offered, would 
you then consider Giving him a licence for an additional 
vehicle or additional vehicles? 

Bee That would be and Very often 1s one of nis 
main reasons for asking for an additional licence. 

Q. Would you compel him to take out more licences 
end operate more vehicles to take the traffic that might 
be offering? 

A. As a matter of fact, we have never been faced 
with the answer to that particular question, because again 
in fact we find that there are so many people that want 
licences that the difficulty is to keep them out, not to 
Sry to invite somebody in, so we have never been faced 


with that particular question. 


(Page 2530 follows) 
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Q I would think you would want the existing Carrier 
to provide the Service, and that you would, if there wag 
any existing, compel him to provide additional vehicles 
for the additional traffic? 

A I will come to the answer, I think the answer is 
that if we saw that there were no other applicants to take 
care of that business we would consider that was a part of 
the job, that he had undertaken to serve the public 
Satisfactorily, and if that meant getting another piece of 
equipment we would consider it was his job to do that, 

Q I am thinking of the kind of case where the carrier 
decides, "that is traffic I do not want", and there is 
more offering of the kind he does want and he takes what 
he does want and says, "I have not the capacity to take 
the traffic I do not want." Would you then compel him 
to get another vehicle tO carry 16? 

A I am inclined to think that the answer would be 
yes because again I do say that our primary consideration 
is not giving the carrier what he wants, but it is the 
Over-all picture to the public. If we considered that 
Was necessary for the public I think we would tell that 
fellow, “you have undertaken this service to the public 
and the fact you do not want to Garry it is only by the 
way. The public need it and you are a public carrier." 

Q What section of the act would give you power to 
compel him to do that? Do not take the time to look it 
up if you do not recatl. 

A I would have to look that up. 

Q Perhaps you! would inform me or put it on the 


Pecord at some stage through counse“l or otherwise. 
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Then I can pass on, I want to consider with you for one 
moment the position of the common carrier compared with 
what you called the contract carrier, which I thought was 
class 3? 

A No, Mr. Evans. © wit] try to explain that to you 
very quickly and CLearry : 

Q Perhaps we do net need a long explanation, There 
are such things as what we Cali Senerically common carriers? 

A Yes, 

Q And there are those things which we call contract 
carriers for want of a better name? 

A Yes, 

Q With regard to the contract carrier, he has no 
defined route? 

A No. 

Q He only carries for a given consignor or consignors, 
and may he as a general rule carry more than one consignor's 
Soods in one load? 

A No, aS a general rule he may not. Very definitely 
a limited carrier 2S LInmi tea to dealing with one or 
Possibly two people at one given time. I mean one of 
them at one given time. In other words, he cannot mix 
loads. 

Q But to an unlimited number of consignees? 

A Not necessarily. If it should so happen that you 
had one very big shipper who had several customers it 
Could well happen. To carry from one Shipper to several 
Customers of that one Shipper only - that could well 
happen, yes. 


Q -He files his contract? 
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A YORs 

Q Do you exercise authority over the rates set out in 
the contract? 

A Yes, 

Q What in general is the character of the rate? 

Is it so much an hour or so much a hundred pounds? 

A It is very rarely, if ever, on the hundred pound 
basis. It is rather on a bulk basis, bulk in so far as 
a bulk basis applies to trucks. It is either on a tonnage 
basis or on an hourly basis or weekly or perhaps a monthly 
basis for the total use of that truck, 

Q Let us assume we have a contract carrier operating 
between point A and point B, which is also a route oper- 
ated by a common carrier? TSB MUS oes be 

Q. Then the contract carrier files his contract 
Showing that between those points he carries mixed 
Sroceries, let us say, at X dollars per tone. Tecthat 
the way it would be done? 

A Hardly, because as a fact our limited carriers - 
you have perhaps chosen an unfortunate type of merchandise. 
It is not the case with our limited carriers that they 
Carry mixed groceries. Rather it is one specific -- 

Q Would they be prohibited from carrying mixed 
€ro ceries? 

A Not necessarily. I might give you an eXample of 
the house of Kelly Douglas, which is a very large whole- 
Sale house, Suppose they came along and said, “we want 
this man with his five trucks to handle all our goods 


Completely and exclusively. We will give him a contract 


at such and such a rate." In that case that would be 
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-2533- Mr. W. Brown, cr-ex, 


mixed groceries, but instead of looking upon that as mixed 
groceries we would rather look upon it as being the goods 
of one particular house. 

Q I quite appreciate the distinction, but I am try- 
ing to get down to a comparison of the conditions under 
which we find these contract and common carriers oper- 
ating. If you have a contract carrier operating between 
point A and point Bon a rate per ton what protection do 
you give the common carrier who igs carrying the day to 
day business between point A and point B in groceries? 

A The point is well taken and it is quite common. 
You have put your finger on one of the things - and I 
think this will be of interest to the Commission - that 
we watch very carefully. It is true that a limited 
carrier can be used to break down common carrier Service, 
and in all limited applications we immediately look at 
that particular and Specific point to see just what it is. 
Is this likely to do that? By and large it does not tend 
to do that because by and large the limited carrier comes 
to us with such a volume to haul that the common carrier 
is not in the picture at all. He could not haul it 

2 I am just wondering whether you had considered 
whether it might not be better to encourage the common 
Carrier by letting him do that contract business as well, 
which is in facet? truckload business, is it not? 

A If a common carrier comes to us, which again is 
Bite oo frequent, to hold a limited licence he is in 
the same position as any other applicant, and we grant 
those licences, 


Q But ought he not to be in a preferred position? 
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-2534- Mr. W.Brown, cr-ex, 


A Net necessarily because he is a common carrier 
Serving the public at large, I do not think I would agree 
that puts him in a preferred position to haul all of these 
goods for this particular man over here, 

-Q tT. did mos Say he was in a preferred position, TI 
Said as a common carrier ought he not to be in a preferred 
position? 

A Ought he not to be? 

Q Yes. 

A I do not think SO. I think he has entered into 
the transportation business as Specifically such and such, 
He has chosen to be a common Carrier. 7 If! he evinces any 
inelinatien to Step out of that class and be another type 
of carrier that is his prerogative, and we would deal 
with his application exactly in the same way as a new 
man, 

Q Would you agree that the problem presented by the 
contract carrier So-called as regards rave i6 the 
Substantial problem in the regulation of motor carriers? 

oy Tey OUATEPakekout«the word "the" I will agree 
with everything you have said. It is a very substantial 
Part of the problem of rates, a very substantial problem, 
I thoroughly agree with you as to that, but as to whether 
Sites! the" sang nothing else, I would not quite agree 
with that, 


Q I accept the answer that it is a very important 


A A very important part. 
Q The reason Isuggest that to you is that among the 


Sroups licensed the contract carrier is by far the greatest 
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-2535- Mr. W. Brown, cr-ex, 


in the number of licences, On exhibit 31 you show that 
in class 3 there are 2,292 as compared with 193 in class l 
and 331 in class 2. 

A I do not think I have got what you are looking at. 

Q I am talking about Exhibit 31 which shows the 
number of licences issued in the year ending February 28, 

A Would you mind Saying that again? 

Q I was pointing out, in conjunction with my pre- 
vious question, that in class 3, which are the contract 
Carriers, there are e,292 as compared -- 

A May I correct you there so that you will not [exe) 
astray. Class 3 are not contract carriers. The contract 
people that I am rererring. to loosely as contract 
carriers were the limited freight vehicle licences, 

Q And there is nothing. on. this: <= 

fe ves, 1. 41, 

Q Are they E, limitea freight vehicles? 

A That is right. 

Q@ What are the class os 

THE CHAIRMAN: How many of them did you say? 

Me. EVANS: 1,40), 

THE CHAIRMAN: 1,441 contract carriers? 

THE WITNESS: Yes, limited carriers, Curiously 
enough a class 3 carrier can have contracts as a part of 
his Operation, although he is not essentially a contract 
Carrier by any means because the condition of his licence 
is that he is available to the public at large but not on 
Schedule, and not over a specific route. He is a radial 
Carrier, and his operation in fact consists of bulk 


M©vement. It is mostly truckload movement. 
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-2536- Mr.W. Brown, cr-ex, 


MR. EVANS: Q. For my purposes the two are similar 
from the Standpoint of the problem? 

A Very Simidars: L. will agree that they are Similar, 

Q Thereatst a total or more than 3,700 vehicles 
licensed in those two categories ag compared with a rela- 
tively few hundred in the common carrier class? 

A Quite; the answer to that is that you must refer 
Brack to the map and to the peculiar geography of this 
country. 

Q I quite agree, 

A That is the basic reason for that particular show- 
ing of licences in each bracket. 

Q That may be true of your province, but I suggest 
to you that in other provinces we have almost the same 
Situation? 

A In reverse probably? 

Q Not in reverse, I think I am almost through. 

Can you give me as a matter of information, and I think 

it would be helpful, what tonnage is carried by the differ- 
ent classes of vehicles licensed in a year? Can you get 
those figures? 

A I could not even guess at that. We do not have 
records of the tonnage that carriers carry. You see our 
Paty object. isto control ana licence. We do not have a 
record of what they carry. Ite is possible, of course, to 
always get records by means of the powers that we have 
Of going to carriers and examining their records. We 
have those powers to examine at any time, It would be 
& tremendous Job. It is possible to secure it, but we 


have nothing, 
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-2537- Mr.W. Brown, cr-ex, 


Q I do not want you to make a special BUUNy OL ab, 
but if you had had it I would have liked to have had it, 

A No, we have not, 

Q Can you provide information as to the Capacity 
tonnage licensed in the various groups? 

A I would only be Suessing if I answered that but of 
course we have that information Specifically. It would 
be a matter of pulling it out of the records. 

Q Perhaps you would not mind giving it to Mr, 
Brazier, 

A Yes, we can do that, the specific tonnage we have 
licensed. 

Q By classes, 

A By classes, because it Just so happens that a part 
of the condition of the Licence Ls Ghat “the carrying 
Capacity of the vehicle is also mentioned, so that 
information is right on the licence slip. That information 
can be secured, 

MR. EVANS: Thank you. 

MR. FRAWLEY: The witness is going to get for Mr, 
Evans the authority in the legislation which would enable 
them to compel a carrier to take business which he did 
not otherwise wish to take. Might I ask at the same time 
that all instamces in which such an order or direction 
was made accompany that information. 

MR. CSARROTHERS: Section 20 of the Act deals with 
Baiat, tI men‘tion that to facilitate the proceedings. I 
also suggest. that the witness be asked to give the Com- 
mission somes informationwith regard to the type of product 


that is carrried by contract carriers. 
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-2538- Mr. W. Brown, cr-ex, 


THE CHAIRMAN: Type of what? 

MR. CARROTHERS: The type of product Carried by 
Tees Carriere. Trthtinic you will find on examination 
that a very large proportion of those are hauling logs in 
this province, or petroleum products, or Something that a 
common carrier would not Carry, 

THE WITNESS: That actually is so. We have SO 
many limited carriers in the outside areas of our province, 
In the various areas we have innumerable limited carriers 
that are carrying logs and logs only. They are under 
contract with certain logging mills, maybe one or two as 
the case may be, and that is the extent of their operations. 
In addition to that we do have quite a number of carriers 
who carry petroleum products in tank trucks, particularly 
up in the Peace River district. We have contract carriers 
that carry gasoline up from Dawson Creek onwards, and that 
volume is quite high. I could not tell you exactly what 
the volume is but he has quite a number of trucks and he 
is a very busy man. 

THE CHAIRMAN: Do I understand from what Dr. 
Carrothers has said that in these cases these trucking 
companies are not competing with the railways? 

THE WITNESS: I would Say no. 

THE CHAIRMAN: They are not? 

THE WITNESS: I would say no. 

THE CHAIRMAN: They are doing some specific work 
that the railways do not do? 

THE WITNESS: They are not competing mainly 
because the railway does not happen to be there. 


THE CHAIRMAN: That is a reason. of course, but 
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-2539- Mr. W. Brown, cr-ex, 


even if the railway was there their work is to some extent 
work which the railways would not -- 

THE WITNESS: The railway would not be capable of 
going into the woods ana bringing the legs out. [tte 
different type of service that is being offered, 

MR. EVANS:” 6. I think in view of Dr. Carrothers! 
interjection I might ask one or two more questions. I am 
sorry to take so long. There are two things, gather 
in view of what Dr. Carrothers Said that the common carrier 
is not obliged to provide specific kinds of equipment to 
carry various kinds of freight, gasoline, and so on? 

A No. The carriage of gasoline, of course, as you 
know, so far as trucks are concerned is either in tank 
trucks or in drums. Some of the common carriers do carry 
a reasonably small amount of drums. 

Q 4Ou dO At compel the carrier to provide equip- 
ment to move the traffic that Ls .orrering? 

A The traffic that offers happens to be such traff- 
*c-that fits in nicely into the equipment the man has, 
and by and large you will find that the carriers try to 
get equipment that suits the traffic that they know will 
be offered to haul. 

Q@ You do not compel the common carrier to provide 
2G? 

A There is no complsion. I think the compulsion is 
if the carrier does not provide the type of equipment to 
haul the sturf offered him by the public, the public 
Will cease to do business with him. I think there is an 
€conomic factor there. 


Q The public would cease to give him certain kinds 
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of traffic? 

A You may be Pignt: in what. 

Q The second point is this. There has been a refer- 
ence to section 20 of the Act. The section reads this way’ 

"Whenever after a hearing the Commission finds that 

an extension by any motor carrier of his existing ser- 

vice would be in the public Interest", 
And then it goes on to Say that the Commission can compel 
him to extend service, 

A Yes, 

Q@ Do I understand that the word "extension" is intepr- 
preted as meaning not an extension Geographically but an 
extension in terms which mean an added number of vehicles 
on an existing route? 

A Mr, Chairman, Mr. Evans has, very nicely and in s 
very kindly way, asked me to interpret legislation, With 
your permission I would prefer not to answer that. 

THE CHAIRMAN: Q. Have you had occasion to 
interpret it? 

A No, and any such order would come direct from the 
Commission, and with your permission I would ask that I be 
not allowed to answer that. 

MR. EVANS: Thank you. 

COMMISSIONER INNIS: Q. In reference to Mr. Evans! 
question, I think you suggested that the trucks which 
Supplement railways followed the railway tariffs? 

A When you say "supplement railways", do you mean 
providing pick-up and delivery service and feeding the 
Pailways? 


Q I am thinking of those corporations which have 
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been taken ver, f6e example, by the Canadian Pacific Rail- 
way. Do they automatically pick up the railway freight 
tariff and use it on the trucks? 

A No, that is not the case. If we may take a case 
which I think is a very good example, that of the 0.K, 
Valley Freight Lines which rungs from the north to the 
South of the Okanagan Valley, they were privately owned 
and recently were acquired by the C.P.R. There is no 
difference at all that has occurred in their operation, 
As I said once before, to us they are still a motor 
Carrier, and they still have the same tariff filed on 
exactly the same Operation, 

Q But have you compared, for example, the freight 
Schedule used by the railway with that proposed by the 
truck company? 

A Well, it would be hard to make that comparison 
because the railway does not give service to anything 
like the entire route or area that that particular motor 
Carrier does, 

Q But for comparable distances and for comparable 
Commodities does the truck company pretty much extend the 
Pailway tariff? 

A In that particular instance I am unable to answer 
you. I do not know because I have not made a comparison, 
but I can Say this as a general statement which is gener - 
ally true. tt 1s an extraordinary fact that we have 
found that motor carrier rates based upon what we in our 
foolishness or wisdom consider are reasonable costs of 
Operation, when they are finally filed and approved there 


is not a great deal of difference between what the motor 
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carrier rate is and what the railway rate is. It may be a 
little higher or lower but it is still within the same 
region, 

Q You mentioned in one case, that of trucks going to 
Hope, that the railway rate system had a good deal of 
influence on the System used by the trucks except that they 
had simplified it? 

A The classification, 

Q Can you state very briefly - I do not want to ZO 
into details - just what sort of simplification that was? 

A I think perhaps Mr. Jackson might answer you a 
little more than I. He deals specifically with that, but 
as a very general answer Some of the many classifications 
of knocked-down articles that are in the Canadian freight 
Classification were done away with and consolidated 
under one heading. Basically the thing is still the Same, 
but I think for a more Specific answer Mr. Jackson should 
answer your question. 

MR. JACKSON: The classification -- 

MR. COVERT: Before we do that perhaps we had better 
put Mr. Jackson's name on the record, 

THE CHAIRMAN: Perhaps we had better have Mr, Jack- 
Son take the stand. Has everybody finished with Mr. Brown? 

MR. COVERT: Just a minute. 

THE CHAIRMAN: @. Mr. Brown, in answer to Mr. 
Frawley's question you told us about the trucking route from 
Vancouver to Hope, then up to Lytton and on to Prince 
George, All along there there is competition between 
trucking companies and the railway? 


A Up as far as Quesnel, in a measure, yes. 
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@ What do you mean by "in a measure"? 

A Well, to a measure that the railway, as you know 
just leaves the road, and the road B0es in a slightly 
different direction. 

Q Yes, they do not parallel each other all the way, 

A But if you take the main centres the answer would 
be yes. 

Q There is competition? 

A Yes. 

Q And does the same not apply to the Okanagan Valley 
route? 

Yes, largely it does, yes, 
EXAMINATION by MR. COVERT 

Q Just before you leave, as I understand the Situa- 
tion you say that the first thing that the Commission 
looks at is the benefit to the public, and that public 

necessity and convenience is the main thing that determines 
whether or not the licence is granted? 

A Yes, that would be correct. 

Q So that you always have in mina restricting com- 
petition to such an extent, or limiting it, so that. 
cannot be ruinous? You always have that in mind? 

A I would say yes. The answer is yes. 

Q Therefore there could probably never be such a 
Situation in British Columbia as there is in the east 
Where truck competition is not regulated. or trucking is 
not regulated? 

A If that is the condition in the east, as you say, 


I do not believe that would occur here, 
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Q May I put it this way? In most cases there would 
probably be one trucking line or one company Operating so 
many trucks in a particular district, and they would not 
have a large number of competitors, Is that correct in 
British Columbia? 

A No, they would have competitors, presumably 
because there is no reason why we should particularly 
favour monopolies, and that has not been the case up to 
the moment, 

Q I am not Suggesting that you favour monopoly, but 
in effect if one Man comes along, or one company comes 
along, and Says, "we will provide a service and we need 
to have six trucks licensed", and you are Satisfied that 
Will provide the Service, then if someone else cemes in 
he cannot get a licence unless he shows that the present 
licencee, or company that has the truck licences, is not 


Providing service, 
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A. That is the general position, yes, 

Q. So you do not have rate cutting. They cannot cut 
rates, Isn't that correct? 

A. If what you say were factually true all over the 
province, that would be so, But, as a matter of foetus 20 
SO happens that there are a number of lines running to the 
Same place, competing with each other. And we prefer to have 
that condition rather than the condition you suppose, 

Q@. Are there many such cases? 

A. Yes, but by and large, there is competition for 
freight as between motor carriers. By and large, there are 
no monopolies, 

Q. Consider the case of Prince George and Prince 
Rupert; are there many lines in competition one with the 
other, there? 

A. No. In that particular area, there are not. But 
there are many lines which go a part of the way, and they 
could, sometimes, hand over traffic to some connecting 
Carrier, who would go another part, or right through. But 
there are not many such lines, 

Q. What about in the Okanagan Valley? 

ae «AS to ‘the Okanagan Valley, I cannot say offhand 
Just how many; but three or four public carriers up and down 
that valley woulda give each other competition. The 
competition has to be based on the service they offer te the 
Public, because it happens to be a prescribed tariff and 
they must all charge the same rate. 

®. Is it not tre that in filing your rates for 
approval, that’ those truckers all file the same rate, at the 
Same time? 


A. No. That is not always true. 
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Q. But, generally? 

A. No, I do nct think I could agree that ois 
Senerally true. But it is becoming more generally true , 
let me put it that way, that the tendency among motor 
carriers is, within their Qwn area, to realize that they are 
offering the same type of Service; and that the proper and 
best way to obtain business is to base that service not 
particularly on a rate cutting business, but having regard 
to the best service they can offer. We find that those 
Carriers are getting together ana filing uniform Tanitis. 
That is the phase we are going through now, but I would not 
Say that it is yet general, 

Q. After the railways got their 21 per cent increase, 
did all the truck carriers in British Columbia ask for an 
increase? 

A. Surprisingly enough, they did not, all; but some 
did, 

Q. Did they, for example, in the Okanagan Valley? 

A. I do not think SO, no. To the best of my knowledge 
they did not. I do not think the tarirf there was touched, 

Q. They were considerably lower than the railroads? 

MR. O'DONNELL: It was so high that they didn't 
peed it; 
MR. COVERT: Q. After the railways got the 21 per 

cent increase? 

A. I do not know, because I do not know what the railway 
Pate was before the 21 per cent increase. But I can say that 
the carriers Stayed as they were, 

Q. Did the railways have to come down to meet them? 


A. Perhaps they have, but I have not heard about it. 


- 


hes 


HH 


2545 Mr. W. Brown, ex, 


Q. Did you not Say that there were no monopolies, 
and that there was always competition. I wonder Re a ec 
would be fair to Say that there is always the possibility 
of someone wanting that licence? 

A. There is, very much SO, 

Q. AS a matter of fact, there would not always be 
competition? 

A. How do you mean? 

Q@. Actual competition? 

i. 1. do not quite follow you. 

Q. There is potential competition, because if he does 
not supply the Service someone else may come along and 
want his licence? 

A Api OS.s 

Q. There would not always..be competition, 

A. That word "monopoly" is, perhaps, very badly 
chosen. I do not like the word, 

Q. Nobody does, 

A. Perhaps we did not quite mean what the word sounds 
like, Rather, I should Say, just one main carrier running 
Over a particular route; but it doesn't mean that he will 
be kept there forever at all, Her has. got... to provide 
Satisfactory Service. If he does not, somebody else may 
come along ana Supply that service, whereupon he immediately 
ein danger, 

Q. If, in effect, you are satisfied that one truck 
or one operator is providing a sufficient number of trucks 
and can provide the Service, that is all who will be 
Operating that service? 


A. That ig definitely a major portion of our point of 
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view, yes, 

Q. Now, would it be fair to Say that if you tended 
to consider the railroads in an application that was made 
perhaps parallelling the railway, and you granted the 
application without considering the railway, that might force 
the rates down frm the railways point of view? 

A. If we did not? 
Yes, 

A. Conceivably if we did not, that could happen, 
But it is quite clear to you that we do consider the railways, 

Q. Yes. And in considering the railways you do not 
Just look at it from the point of view of protecting the 
railways, but you look to see if there are too many here, 
ang if eventually none will Supply a good service? 

fe tate. think, is the main point of view. Rather do 
we think that ultimately the public is. going to suffer, 

THE CHAIRMAN: Q, Suffer what? 
A. Suffer from either poor service - 

Q. How would the public suffer? If the trucking 
companies abandoned the Taeiay the railways are there now 
and they will remain there; so how would the public suffer? 

a IP *the railways were available completely to give 
that service you would be quite right, I was only supposing 
in my answer, that the trucking people proposed to give a 
Service that the railways cannot or do not Eive. WDUt ares 
railways do give it and serve the public, that would be 
correct, 

Q. You have in mind cases where the truckers are not 
competing with the railways because they are giving a service 


that the railways cannot give? 
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A. Quite! 

@. And in that case, if you flooded the number of 
licences, they are able to defeat each other? 

A. Quite! 

MR. COVERT: Q, In errect.. you do perhaps provide 
some measure of protection to the railway rates? 

A. I think that it works that way, yes. Perhaps not 
purposely, but it just happens to work that way. 

Q@. Yes. In other words, by preventing what you believe 
or consider to be ruinous competition? 

A. I think that would be correct, yes. 

COMMISSIONER INNIS: Q, You must have a great 
number of applications, as you Suggest, for some of these 
routes; and presumably, you make your final award, or final 
arrangement. Does not that lead to charges of favoritism? 
It must be a difficult jov? ' 

A. I think you are right. I think that any person 
or persons who are in pesitions such as we are in, are 
always open to that charge. But I think it is up to us to 
Satisfy the govermment, the public and industry at large 
that we have no favorites, I think that is the only thing 
you can do, I suppose one is always open to a charge of 
favoritism. 

Q. Do you think it would be unfavorable if you should 
tend to accept applications from large permanent companies 
because of their better management and lower costs, let us 
Say? 

A. I think that would be decided upon the facts which 
they could offer, Taking two or three applications, if we 


had the case, and I think this is what you are supposing: 
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If we had two or three applications, one Of which was 
outstanding in the ability of the company and the financial 
Setup of the company, I think it would appear to us that 
he would be the right person to get the licence, 

Q. Has there been any tendency towards amalgamation 
of trucking companies to form a larger trucking company? 

A. Not in a large way. Here and there, there may 
have been, but only in a minor way. People may want to 
transfer their business and ask for 4 transfer of their 
licence from one person to another, because they want to go 
out of business altogether, That is perhaps, more 
general, 


MR. COVERT: That is all, Thank you, Mr, Brown, 


Mr. Chairman, Dr, Carrothers wishes to make a, 
Statement with respect to the peculiar circumstances of the 
Prince George-Prince Rupert route, 


MR. W.A.CARROTHERS, recalied 
ts Pecads 


THE WITNESS: Mr, Chairman, I think it would be ef 
interest to your Commission to know that the fact there are 
no through carriers there is not so much a matter of policy 
as a result of historical circumstances, 

That route was built aS a military route and was used 
as such. After it was built, there were certain arriers 
Who applied to the Commission for a class 3 licence, about 
Which Mr. Brown has Spoken, as a radial licence. 

I consulted with the military commandant at that time 
in Prince Rupert, as to whether there was any objection, 
He said that if it was in the public interest there would 


be no Objection, and the licences were granted. They operated 
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and continued to Operate over that route, 

At a later time; that route was turned over by the 
military to the sovernment of British Columbia, But there 
are 23 miles of that route which are on the Canadian 
National Railways right-of-way, where the rocks come so 
close to the Skeena river that there is not room to have a 
road apart from that, 

We have before at the present time, a number of 
applications for Scheduled traffic on that route, ine luding 
the Canadian National Railways. There has been no agreement 
between the govermment of British Columbia and the canadtian 
National Railways as to the terms of use Of those 23 miles 
that would be turned over: go that, all thoge licences, in 
the meantime, are being held in abeyance, I thought that 
would be of interest to you, 

THE CHAIRMAN: Thank you, 

MR. BRAZIER: Mr. Chairman, I think that Mr, 
Commissioner Innis wishes to ask Mr. Jackson a question, 
I think Mr, Brown covered the situation very fully; but Mr, 
Jackson is now here, 

THE CHAIRMAN: Before that goes on, so far as I 
WaS personally concerned, a matter which ig of interest 
to me is 4 Statement contained in your brief, I have before 
me your outline brief, and beginning at the bottom of 
Page 5 and the whole of page 6, coming to the end of the 
first Paragraph on page 7; and there, as one of the dig- 
advantages, one of the geographical disadvantages of British 
Columbia, you point out the lack of competition. I wan't 


read it all, but you say: 
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"The convergence of two railways at some point 

or the presence of road, canal or other form 

of water transportation, introduces an element of 
competition at those points of convergence or 

in the regions where these alternative methods 

of transportation exist. Since the railways have 
a monopoly in transportation with the exceptions 
already noted, they are able to break up their 
market into sections and to charge different rates 
in these different sections for essentially the 
Same service, As a consequence of this praceice 
those areas which enjoy conditions of competition 
usually obtain much lower freight rates than do 
those areas which are not SO favorably placed,...,"' 

What I was anxious to know was to what extent the province of 
British Columbia, ZESeLf; is endeavoring to supply 
competition and do away with those natural disadvantages, 
That was the pith ofthe quéstian T asked. Do you intend 

to go anyfurther on this part of your brief? 


MR. BRAZIER;: No; I think not, Mr. Chairman, 

THE CHAIRMAN: In the unfortunate position you are 
in, you do not? 

MR. BRAZIER: No, sir, 

THE CHAIRMAN: On the other hand, of course,you 
boint out in the brief how the extra Services, especially 
the water services, are not competition but merely 
Supplementary, and so on, 

MR. BRAZIER; Right. 

THE CHAIRMAN: - We are anxious to obtain in 


the case of each province, the economic disadvantages of that 
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province, or its &Se0graphical disadvantages, and then to 
learn, so far as Possible,what each province was doing to 
overcome those disadvantages; but you do not intend to 
proceed further? 

MR. BRAZIER; No, I might Say now that in the 

which 

Pina 1. analysizc, the position British Columbia will take 
on the question of Seographic disadvantages is, in our 
Opinion, that we must accept them as they are, and that all 
parts of Canada must accept their Geographic position, And 
we have attempted in our brief merely to set forth what 
our geographic advantages are; and we will say to the 
Commission that: 18 Seographic disadvantages in other 
parts of Canada are to be taken into consideration, then 
there are Secographic disadvantages on our part to which 
consideration should be given. But we are not asking the 
Commission to Sive any weight to them, 

THE CHAIRMAN: You do not suggest that particular 
consideration might be given to them? 

MR. BRAZIER: No, jut the same as the rest of Canada, 

THE CHAIRMAN: Very well, 

MR. BRAZIER: TI now call Mr. S. K. Jackson, 


MRS. K, JACKSON, caliéa 
MR. BRAZIER: Q, Mp, Jackson, Mr, Commissioner 

Innis asked a question. I wonder if you will just answer 

it, or maybe Commissioner Innis woulda put his question again? 
COMMISSIONER INNIS: Q. Mr. Jackson, I gather that 

there has been a good deal of influence on the railway 

rates and onthe rates charged by the various types of truckers, 


Could you give any indication as to what the different 


Schedules useq by the trucks, to what extent they are influenced 
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by the railways, and so on? 

A. Yes, I think I can, sir. Particularly, a truck 
is limited as to its cubic capacity, perhaps comparable 
to a ship more than to a railway train in that respect, 
Particularly, van type trucks are given good protection 
from the weather on long distance travel. The result is 
that the carriers have developed a protecting clause which 
I think originally came from the United States truck 
tariffs; and that is: Thet a number of cubic feet 
per 100 lbs. will be allowed; for example, in the lower 
main line truck tariffs that we were specifically referring 
to before, the restriction is 10 pounds per cubic foot. 
That means that if a shipper is going to supply a carrier 
with a large shipment of, let us say, shredded wheat, or 
a like bulky article, the rate will be affected by 
measurement restrictions, 

Q. What sort of traffic do you think the trucks are 
particularly " are favoring in competition with the railways; 
what type of traffic which is handled by the railways and 
which is not susceptible to competition? 

A. I am not too familiar with all the different 
types of traffic which the railway has in each part of the 
country. But there are some cases of distances up to, 
particularly 100 miles, which we are referring to in the 
Fraser Valley, particularly, where lumber, for example, 
would be transported on trucks from origin to destination 
and more readily and at less cost than, I think, the railways 
could handle it. Lumber is one of those commodities, 

Q. What would: be the distance in the case of 


lumber in which the trucks have the advantage as compared fo 


a 
ad 
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the railways? When would the railways take over? 

A. The truck is limited by its carrying capacity; 
and its carrying capacity is determined partly by its 
Own and partly by regulations of the governing department 
of the government. So the answer to your question aa 
I think, dependent on the type of vehicle which can be 
Supplied and by the people who are offering te do the 
Service. And it might well be that, in the lower mainland 
area, it might be possible that a 15 ton carrying capacity 
vehicle is worth while to obtain on the part of a 
carrier, owing to the volume Of business which can be done, 
And a truck of such size can handle, roughly, 8,000 feet 
of finished lumber. The operating cost of that vehicle 
is not so substantially higher than the operating costs of 
@ Smaller vehicle, and because of the increased carrying 
Capacity he can operate at Slightly longer distances. I 
think, in practice, 100 miles is the limitation at the 
present time even with the large vehicles, 

Q. So that, beyond 100 miles, the railway intervenes, 
Orwuld come into play? 

A. Definitely. As soon as the cost of operation 
affects the carrying capacity limit of the vehicle, then the 
railway comes into play. 

oo What about the higher priced commodities? Would 
you expect the distance to be increased in that case? 

eae Ses, It: 4s very definitely. I cannot think of a 
particular one, 

2. What about the extremes that you might meet with. 

A. I cannot think of a particular higher priced 


commodity except, possibly, household goods. 
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Q@. Yes, settlers effects, and so on? 

As) 6YOS, particularly household gcods, the movement 
oz Wnich, I think, is now being carried by some carriers 
up to 1,000 miles effectively. 

Q. On a trip from, let us say, Vancouver to Calgary; 
are there any truck lines Operating that far? 

A. I believe there is one, 

Q. And what sort of commodities? 

A. I believe they are licensed for a portion. They 
only go 30 miles through British Columbia. But I believe 
they can carry all commodities. They have very large vans 
of 15 tons, 

@. Mostly manufactured products? 

A. I am not aware of that. They have not been operating 
for very long. 

THE CHAIRMAN: We shall now adjourn until 2.730 psm. 


-- At one o'clock the Commission adjourned to meet 
again today at 2.30. 


Page 2563 follows 
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NSSONO Fsalgy (ets. 
June 23, 1949, 
AFTERNOON SESSION 


-=- The Commission resumed at 2.50 p.m. 


Dwtks JACKSON, recalled 
CROSS-EXAMINED BY MR. FRAWLEY 

Q. Mr. Jackson, do I understand that you are a 
rate examiner for the Motor Carrier Branch of the 
Public Utilities Board? 

A Yes. 

Q. A rate examiner;: so you would have to do 
particularly with the rates? 

A. Particularly, among other things. 

Q. Now, will you tell me something about the leading 
truck outfits that there are. There? 16 one ated 
Island Lines -- what is the name of that company: 

Ay I presume you mean Island Freight Service 
Limited. 

Q. Island Freight Services Limited? 

A. Rint. 

Q. iieo is- one; then there is B.C. Motor 
Transportation Company 

A. Company Limited. 

Q. Company Limited; and then the Okanagan? 

i pea seo Preieht Lines Limived . 


Q O.K.Freight Lines Limited; and then Dench of 


Canada is another one? 
A. Yes, it is another one’. 


Q. Are those four the representatively large 


Operators’ -- the Island Freight Lines, the B. C. Motor 
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Transportation Company, the O.h. Freight Lines; and 
Dench of Canada 

A. YER: E hesitate as to including Dench of 
Canada Limited, because I am not really aware of the 
extent of their operations within British Columbia. 

ee Within British Columbia, that is true. 

A. But I would certainly say that the others 
very definitely representative of the larger ones. 

Q. Would they be the three larger companies? 

ne Yes, definitely. 

Q. Yes; the three larger companies. And am 
right in my understanding that they are all now owne 
the Canadian Pacific? 

A. Lt am not sure; I do not know. I believe 
has been stated. 

Yes; ft understand that the Island Preteht 
Limited is owned by the Canadian Pacific? 

A. Yess £ Chink that was stated: 

Q. And the B.C. Motor Transportation Company: 

AY Nog. «eo Tot think so. 

MRée SLNGLATR: That is owned by the B. ¢.. 


Electric Company . 


MR; FRAWLEY: ~~; Owned by the B. C. Eiect 
Company? 
A. Yes. 
Q. And the Okanagan Freight Lines, I understa 


we were told it was owned by the Canadian Pacific? 
A. tf belticve so. 
Q. And Dench of Canada is owned by the Canadi 
Pacific? 


A. I believe so. 
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Q. So it looks as though we have three out of the 
four biggest operators in British Columbia owned by the 
vanadian Paculies, I mean, 18 that just roughly the 
situation? 

A. TAabe could-fol1 low. 

Q. Now, a line from Victoria to Nenaimo is a 
fairly heavy traffic area, is it not? 

A. wo a tik Pt is. 

Q. And the E. & N. Railway runs between Victoria 
and Nanaimo? 

A. ly De) Leve .80.. 


Q. 


ou 


And the highway roughly parallels the rail? 
A, I am not sure that they serve exactly the 


same populated points at all --- 


Q. Well, they serve the two termini? 

A. They certainly serve the same termini. 

Q. And a number of places in between? 

A Yes. 

Q. So one could say substantially that the same 


area is served, couldn't one 

A. Vest, 

Q. And the rates, what would be roughly a rela- 
tionship ratewise of those two operations 

A. i do not profess to know the rates of the H. 
& N. Railway between Victoria and the various points on 
the route, but I do not think that there is any par- 
ticular relationship, because there is for one thing a 
different construction in the basic class rates used by 
the trucker.: Normally in the railway classification 
& specific relationship of the classes is a certain 


Percentage of the basic fourth class rate, but in the 
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case of Island Freight Service a Specifie percentage that 
is used by the railway does not éxist. 
Q. There are commodity rates too, are there? Do 
the truckers have commodity rates. 
As There are some commodity rates, but there again 
I am not sure that there is any specific relationship 
between the commodity rates of the truck line and those 
of the railway. 
Q. Does the truck line transport refrigerated goods? 
A. I do not think they provide such 2 service. 
QQ. Would you know what the rate on 2 hundred 
pounds of butter from Victoria to Nanaimo is? 
A. Not offhand, no. 
Q 


y 0 


And would you know whether or not that was more 
or less then the rate on 2 hundred pounds of butter from 
Victoria and Nonaimo on the E. & N.? | 

A. No, I wouldn't know. 

Q. When you are approving rates for the truckers 
what regard do .you have to the rates on the railway? 

A. Well, for one thing, in the course of my 
examination of the proposed rate of the trucker, TI 
naturally am concerned with what rate applies via other 
services, and at least when the matter arises I take 
time to discover what the railway rate is for purposes 
of general knowledge of why the particular rate is being 
proposed. 

Q@. That is, particularly if it were lower or 
higher, I suppose you would have regard to the railway 
rate in either instance? 

A. Only beesuse that happens to be a yardstick 


between those two points, and maybe the only yardstick 
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thas. SKIStS i 

Q. Now, if you had such a case as a trucking 
company deliberately endeavouring to take the business from 
the railways and deliberately offering a lower rate for 
the express purpose of taking some of that business, what 
would be your reaction to that Situation? 

A. I am not too sure that I have ever come up 
against a case where I was aware that it was being done in 
that way. What I am more concerned with is whether the 
rate which the motor carrier proposes is sufficient to 
pay his or other comparable carriers' who heve Similar 
types of equipment cost of operating between the two 
points in question. 

Q. In other words you would make, then, a careful 
examination of his costs to determine whether or not he 
could carry say the hundred pounds of butter at 60 per 
cent of what the rail rate was; suppose you have such a 
case as that? 

A, In some cases that has happened, where it has 
been necessary to investigate the time taken in loading 
and unloading a shipment, whatever it happened to be, and 
the mileage involved in the hauling of the commodity. 


Q. 


u 


And you go into all of those things; you regard 
that as the concern of the Commission, to go into all 

of those things to find out whether or not this trucker, 
who is offering to take it at say 60 per cent of the rail 
Pave, Can afford to do it? 


A. Not always. 


Q. You say not always; then would you approve of 
the tariff at say 60 per cent of the rail rate? 


A. tes, you could. 
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my Are there any instances Are there any 
instances where rates by truck operators are ag low as 
60 per cent of the comparable best rate on the rails? 

A, I do not know offhand. It could arise very 
definitely, particularly on short distances. 

Q: Well, say from Victoria to Nanaimo? 

A, — am not, as I say, familiar with the rail rates 
between Victoria and Nenaimo. 

Q. But you do regard it as the duty of the Commis- 
Sion to examine into the costs of the trucker who is 
offering to carry traffic for less than the rails? 

A. Within limits. 

Q. Now, what facilities, Mr. Jackson, do you have 
for coming very close to an understanding of his costs -- 
I use the word "understanding": to a proof of his costs, 
his true actual costs? 

A. Are you speaking of a carrier who is coming 
into a new field, a new carrier, or are you speaking of 
a carrier who is already operating over the route and 
has experience of that route? 

I am thinking of a carrier who is deliberately 
coming in, deliberately coming in to take some of that 
business away from the Pailways if he Gan do it BY 4 Fate 
concession. 

A. Yes; I would like to just get this clear, though: 
do you mean a new carrier who hes hod no experience over 
that route. 

Q. Well, probably a carrier who has had experience 
Otherwise but not perhaps over that route that might be 
used; let us examine it on that basis. 


A. That it is a neW Garrier. 
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Q That it is a carrier who has had no experience 
over that route? 

A I know of no particular case where the problem has 
arisen, but I think my approach would be to determine 
the experience of the carrier who has been operating over 
Similar distances and under Substantially similar circum- 
stances, and determine what his rate experience has been. 
It is quite possible his rate experience will then be 
taken as the best obtainable, and a reasonable guide as 
to what the rate should be for the new carrier who is 
coming in. 

Q If you and he had a difference of opinion as to 
whether he was able to do it profitably it would be your 
award that would be the last word? 

A Yes, if he could not deny the evidence that I had 
obtained. 

Ceti isthe dest analysis. ne: said <a thinlidecan 
do it, Mr. Jackson, and I would like you to approve my 
rate and let me see if I can do it", that kind of reason- 
ing would not appeal to you at all? 

A I think that case actually arose, and what we did 
was that temporary permission was given subject to his 
Submitting evidence of his operations during a specified 
period. In one case I think it was six months. Each 
month he had to submit his total revenues and expenses, 
and with that evidence for a period of six months, as it 
happens in the case I am thinking of his original 
proposition was proven and he continued at those rates. 

Q Now, Mr, Jackson, I have one more question. 


Mr. Evans was discussing with Mr. Brown this morning the 
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case of a carrier who chose to take just selected business, 
Just the business that was desirable, and left the undes- 
irable business to the other carriers, Mr. Brown told Mr, 
Evans that the Commission had a right to require the 
carrier to take the undesirable business. Do you know of 
any instances where that has been done? 

A No, I cannot say that the problem arises, It is 
an academic problem because no rate has been proposed by 
a motor carrier which will give him substantially less 
than his cost of Operation, using as a basis perhaps a 
full truckload of that particular commodity. I am speak- 
ing of a rate which is an 1l.c.l, rate, 

Q Mr. Jackson, I don't know that we quite understand 
each other. I understood that the proposition was that 
there were instances when the trucks would just take 
what is called colloquially the cream of the business and 
would leave the undesirable business to the railways? 

That is not a matter of the carrier deciding that 
at all. That is a matter of the shipper not using the 
more expensive service. I think I can best illustrate 
that by saying that a Shipper will not use the express 
service of the railway if he finds a cheaper rate by 
freight Service, Similarly he will not use freight service 
if there ig a cheaper rate on the express. That often 
happens, mot so much now, but in the past it did happen 
that theyre were depressed express rates which it paid 
the Shitpper to use. 

Q In any event, you know of no instance where the 
Commis sion has had to use its authority, which Dr. 
Carrotthers told us was contained in section 20 of the Act, 


to redoquire a carrier, who did not desire to take all the 
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traffic, toctakerall the traffic that offered, 

A I cannot think of a Single case where a complaint 
arose from a Shipper offering freight to a carrier who had 
turned it down, 

MR. FRAWLEY: Thank you, 
CROSS-EXAMINATION by MR, EVANS 

Q Mr. Jackson, does your Commission Keep data from 
which one could determine the costs of carrying freight 
by truck per ton mile? 

A No. That has come up before in a different way, 
eaUninik during the course of the evidence that has been 
given, but the great difficulty there, of COUrSé,. 28. that 
avery great proportion of the amount of freight which is 
transported in this country is definitely not transported 
at tonnage or per hundred pound rates, and there are not 
weighing facilities for the goods. A tremendous amount 
of the freight that is carried is carried on hourly rates, 
mileage rates, and a combination of both, so that there 
we no tonnage figures available for the industry as a 
Whole. There would be tonnage information available from 
Specific carriers, 

Q Common carriers probably more likely? 

A More likely. 

@ And I suppose you could arrive at ton miles fairly 
Peadily, and the cost per ton. mile? 

A Well, actually that might be possible, but that 
Would only be information about that particular carrier, 

I think Perhaps where freight is carried on ton mile 
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Q I was not thinking of that. I wag thinking of 
Simply dividing your total ton miles into your total 
Pevenue and finding out what your revenue Was, and doing 
the same with costs and finding out what the cost was, 

A That could be determined perhaps for a very limited 
number of carriers, 

Q Would you agree with this, that from your experi- 
ence the probability is that the ton mile costs of a common 
Carrier by truck would not be less than, and probably 
considerably more than, 5 cents a ton mile? Would you 
hazard a 8uess about that? 

A That is very difficult to Say. I would not like 
to hazard a Guess because the distance that the carrier 
Operates has 4 very definite bearing on the résult, 

Q And his load factor and all kinds of factors? 

A Yes, the size of the vehicle, too, 

Q You might fond, & Statistical average ? 

A I could not say, 

Q There ig ériy¥ one other question I want to ask, 

In view of what Mr, Frawley asked you about the C.P,R, 

holdings in the trucking industry in the province, have 

You available figures of the licences issued to the O.K, 
Valley, Istana Freight Lines and Dench of Canada by tne 
Commission? 

A Yes, they are filed, 

Q You haven't them with you? 

a NG, T haven't, 

Q Would you give them to Mr, Brazier? I have not 
80t the means to get those. Otherwise I would put them in 
Nyself, 
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MS IBRAZ IER s. oT will undertake to get those, 

THE CHAIRMAN: Those figures mentioned by Mr, Evans 
all refer to Canadian Paciiiic enterprises? 

MR. EVANS: Meee. (sir 

THE CHAIRMAN: That is all there are, just those 
three? 

MA GEVANS Ves. . Wa would have vehicles doing cart- 
age service in the cities, both by the express company and 
the freight department. 

THE CHAIRMAN: Hag the Canadian National any service 
of that sort? 

MR. O'DONNELL: No, we have none. 

THE CHAIRMAN: Are there any further questions? 

MR. O'DONNELL: No, thank you. 

EXAMINATION BY MR. COVERT 

Q Mr. Jackson, did you bring with you one of the forms 
of returns that show the accounting system? 

A You are referring to the motor carrier report form, 
Which is a submission to the Commission and to the Bureau of 
Statistics? 

Q Yes. Have you one available? 

MR. BRAZIER: I just have one. 

MR. O'DONNELL: That is the form referred to in part 
12 of the regulations. 

THE WITNESS: Actually just above that form, if you 
Will refer to the regulation, you will see that provision is 
made for an alteration of the form in conjunction with the 
Bureau of Statistics, and this is the form which finally was 


drafted, and it is not exactly the same as the form which is 
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Shown in the regulations. 

MR. COVERT: Q. The motor carrier report which motor 
carriers file with the Board contains a list of operating 
expenses. Is that correct? 

A Yes. 

Q And in that list there are included the following 
items, owner and office Salaries; driver and helper wages; 
delivery wages: truck and bus maintenance and repair; tires 
and tire repair; gasoline; oil for motor vehicles; driver 
travel expense, board, et eevera; tolls, bridge, ferry, road. 
et cetera; rentals; insurance; property taxes and licences; 
office supplies and expenses; injuries and damages; depre- 
clation; other expenses (including other than motor carrier). 
Those are Summed up as total expenses. Those are the 
expenses which you take into consideration in determining 


the cost of service? 
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A. That ts true. When that report is used as the 
best basis available for examination and criticism of the 
Submission, 
Q. Yes. Then, this Motor Carrier Report to which I 
have referred, that is the type of report that is filed by 
the smaller Operators, is that correct? 
A. Not entirely, It is a report which is filed by 
all the operators, There are additional Schedules which you 
Will see. I do not believe there are instructions with that 
particular copy; but there are instructions which ZO WLC 20; 
And if additionel} information or a Slight da prereencme 
of information is required by the larger carriers who have 
more complicated bookkeeping Systems, then additional schedules 
are attached, 
Q. In the larger types, which have their own Systems 
of keeping accounts, does the Board, generally, accept the 
er Se canes of those companies showing their operating 
expenses? 
Ae That is correct; statements which are computed by 
Chartered . accountants, 
op oO that, generally speaking, it would be fair to 
Say that you do take into account other kinds of operating 
costs or expenditures that the carriers have, in determining 
what the cost of service is? 
A. That is correct, 
Q. Now, for example, in the case of depreciation, Lf 
One carrier used a different amount, a different percentage, 
yOu would accept the percentage he used in his accounts? 
A. That is PIN . 


Q. Provided itwas.not too large? 
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A. Exactly, 

Q. Now, could you tell me how far you extend this 
cost of service princinvle? Does it apply to each 
individual item that is carried? For example, do you 
just apply that, when someone is making an application for 
an increase, and Say: Here are your total costs. These 
were your rates. You are now asking for an increase, and 
it looks as though you needed it. And you then allow hin 
to file a new rate on that return, showing the total costs? 

A. In my experience go far, the only method I have 
had, and tHe only information and the best information I have 
had, has been to take the experience of Operation for the 
longest period in was possible to obtain, at least, a period 
during which there has been a stability of rates; and then 
to try to forecast what effect the proposed new rates will 
have on the revenue of the carrier; and at the same time 
make allowances for Justified increases in cost, 

Q. Supposing you came to the conelusion that an 
Operator does need an increase in rates; and we will say 
Benerally, that all Operators did, in a certain territory, 

A. That has naturally happened in one case. 

Q. Do you consider each item of goods which they 
Carry, in fixing the rates? I should not Say that, but 
in approving any new rate schedule that they file with 
you, do you leave it pretty well in their hands? 

A. Not entirely, Where that does occur is usually 
in connection with a number of carriers who operate over 
& common route; and in almost all cases now, such carriers 
are represented by the Tariff Bureau. It happens that the 


Bureau is operated by the Automotive Transport Association, 
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But the individual carriers do not all happen to belong 

to the Association; and in most cases - in all cases that 

= Gan think of s there has been a tendency to increase the 
existing rates by-a ealculated percentage that will cover 

the obvious increased costs which are known and which have 
occurred. There has been no attempt to deal with an increase 
where the costs are only possible, 

Q. Has it been your experience in some cases that 
some rate on a particular commodity has not changed, but 
it has on others? 

A. Yes, 

Q. Or do they, generally, all increase? 

A, No, it does not always happen that they all increase, 
And the method which has been used is to take all the bills 
of lading of the carriers concerned and to peng ees them 
at the proposed new rates Just to see what effect it will 
have on the over-all position of the carrier, 

Q. Have you ever applied a percentage increase? 

A. You mean a flat percentage increase? 

A. Yes, right across. 

A. I think I can Safely say that that-has only taken 
Place where the carrier has a very very limited number of 
€0cds that he handles, where he is a Specialized carrier, 
or a group of specialized carriers, 

Q. Just one other question. You mentioned the Association. 
What was the name of it? 

A. It was the Automotive Transport. Association of 
British Columbia, 

@. Do most of the carriers belong to it? 


A, Ido not know. I know that a great many ofthe larger 
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Carriers do, 

Q@. Would the trucking companies owned by the Canadian 
Pacific, which have been mentioned here, would they belong 
to it? 

A. I do not know, I think they do, 

MR. SINCLAIR: The answer is yes, 

MR. EVANS: Might I ask one more question, Mr, 
Chairman? 

THE CHAIRMAN: Yes, 

MR. EVANS: Q. Could you tell me, from memory, 
for example, how salt is classified in the trucking 
classification used by the common carriers? 

A. I do not think they changed it, 

Q. Do you mean, it is the railway classification? 

A. I think it was, I would hate to go baek into the 
history to Set its but ten years ago the carriers lacked 
any information or any experience to determine what rates 
they should charge for a particular route, and they did 
accept the Canadian freight classification in many cases, 
and on many items; and when they changed over, I think I can 
Safely say that, in most cases where truck classifications 
have developed for short lines, that flour, salt, and sugar 
have remained substantially in the same classifications, 

Q. Would a commodity like shoes take a higher 
Classification than the truck classification today 

A. On that particular line? 

Q Yes? 

A. A higher classification than the railroad 
Classification, 


Q@. No, no, higher than Salt, flour or sugar? 
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A. We are talking about the his torical classification 
for the lack of knowing Something different, Shoes very 
definitely have a very different classification, 

Q. Would it, in your view, be attritutable to the 
difference in value to the Shoes or to the difference in 
the cost of handling the shoes? 

As L.Gan only Say that the fact is that the carriers 
have merely carried on with a system which they started 
with and haven't changed yet, 

MR. EVANS: Thank you. 

MR. COVERT: That is all. 

THE CHAIRMAN: That is all then, thank you very 
much, 

MR. COVERT: Mr, Chairman, I believe we will now 
take up where we left off yesterday with the provincial 
brief, 


MR. BRAZIER: TI recall Mr, Brown, 


MR. J. E. BROWN, recalled 
a D _ eeeatalatncdoensar ntact 


CROSS EXAMINATION BY MR. O'DONNELL 
St NU DONNELL 


MR. O'DONNELL: Mr, Chairman, and members of the 
Commission, I know that further amplification and 
Tepresentations are to be made by the provincegs and when 
thease complete submissions have been made, we shall arrange 
Such examinations ear as we may deem necessary. 
Incidentally, this brief was only received by us late on 
Monday afternoon, and many miles from our records and data, 
and from the sources of information which may have to be 


consulted in connection with thts study. 


There may be Statements in the brief with which we are 
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in agreement and there may be others concerning which 

we have no fixed views and are open minded; and there may 
be others with which we will disagree and challenge at some 
later time and place. But Subject to that, I have a few 
questions I would like to ask Mr. Brown, 

THE CHAIRMAN: Very well, 

MR. O'DONNELL: 9. Mr, Brown, would you turn to 
page 16 of your brief Where you will see dowm towards the 
bottom of the page: 

"It is here Suggested, therefore, that, before a 

new rate is initiated or an OLd rate changed, 

particularly of the 'commod“ty! or ‘competitive type, 

the railways Satisfy the Board of Transport 

Commissioners of the necessity and profitability of 

any such proposed rate," 
Do you see that phrase? 

A. Yes. 

Q. Now, I assume that you wish to propose some thing 
that would be workable .and practicable in any submission 
yeu make to the Commission. Have you thought about that 
particular recommendation from the point of view of its 
Practical application? 

A. I eould not Say that I migit know all the pitfalls, 

Q. We ean agree that nowad~ys business moves rapidly 
anc that ships come and go daily, and that the rates which 
ape required are quoted many times a day in any city the 
8ize of Victoria, Vancouver, and so on? 

A, We have gone through a period of considerable 
Change, and we might look forward to a peried of greater 


Stability in the future, 
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Q. Whatever system is put into force should be 
flexible and should be able to take care of the every- 
day requirements of the business community? 

A. I should think SO, within certain limitations, 

Qe Ido not know what your limitations may be. 

A. I cannotthink of all the possible situations at 
the moment, 

Q. Have you ever done any shipping YOUrSeLfs have 
you ever been a traffic officer? 

A. No, 

Q. Incidentally, have you ever been engaged in the 
business of rate making and the examination of rates? 

A. No. 

@. You have never worked for a railway? 

Aa No, 

Q. And I take it you have never assessed a maintenance 
program or considered maintenance of ways and structures 
and right-of-way, and so on? 

A. No, 

@. And you have never, in the circumstances, Supervised 
the carrying out ef any such program? ° 

f. No, 

Q. Now, to come back to this statement on a page 16, 
have you any idea of how many tariffs,, commodity tariffs, 
were changed last year, and competitive tariffs? 

A, Oh, I suppose a substantial number, but I do not 
know how many. 

Q,. Well, I suggest to you it was in the neighborhood 
Of 294,000, from 29,000 to 30,000. And I suggest that your 


SUgge'stion would pet - that your scheme would tend to slow 
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up trangportation ahd the handling of commodities very 
definitely. 

A, I think many of the changes you refer to would 
probably relate to a complete change in the level of Yates} 

Q. I take your own words. You say: « ",s«ssbefore a 
new rate is initiated or an ola rate changed, Has ebe Board 
of Transport Commissioners must be satisfied ef the 
necessity and the profitability of the propesed rate, Ags 
I read that, it means thatstaesttme, theorattroadnwoubhkebake 
“Up_Your_proposal but..tihab—the railways should take the 
matter up with the Board of Transport Commissioners, 
Wasn't. that the idea you had in mind? 

A. Essentially, 

Q. And would you not agree that that would definitely 
Slow up business, so that it would be an impediment and 
would result in censiderable complaint from shippers and 
from the public at large and that it would result in delay 
in connection with the movement of goods? 

A, You mean recognition that the present period has 
been one of very rapid change, and that it has had very 


Serious effects on the railway? 
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eis ye) me , Mr. Brown, that is not an answer to my 
particular question. I simply put it to you that 
every time that you say there a rate were to be changed, 
Speaking Of an cq rate, or a new rate Were’ to ‘be initiated, 
being a commodity or competitive rate or any Pate, onuthe 
reading that I put on your statement, it would necessitate 
an application to the Board of Transport Commissioners oF 
a Submission of the matter to the Board of Transport 
Commissioners for review by Tevandaits approval: 

A. No, but I infer from your statement of the 
large volume. of such rates that had to be considered in 
the past period that it would become an Impractical 
problem, and I am Suggesting that :n periods of ordinary 
Seable price level -=- 

Q. Well, I will take it that there were only 
59,000 tariffs changed; take any fraction you wish. I am 
asking you if you would not egree that the method you 
Suggest there would not be anything progressive, but would 
pe derinitely a retrogression, in that it would not 
provide nearly as flexible a Situation as prevails today 
under the R»ilway Act? 

A. I can only answer that it becomes Somewhat a 
matter of fact as to how many such situations would arise, 
and if the number of changes were an astronomical figure 
I could agree with you, but --- 

Q. I am suggesting to you that relatively speaking. 
they are astronomical each year, whether there is a 
Beneral freight rate increase or not, and that your 
method would need many, many Boards of Transport 
Commissioners to operate under the program that you 


Suggest? 
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A. Well, I am not entirely convinced there. 

Well, shall we leave it at this: you do not know 
and have not looked into that aspect of it? 

MR. BRAZIER: Probably if you changed your 
method you would not have SO many tariffs changed. 

MR. O'DONNELL: Well, I do not intend to go 
along with Mr. Brazier's remark. 

Q. Supposing there were a thousand tariffs a year 
or five thousand tariffs a year, and you knew that before 
you had written this recommendation, would it still be 
your recommendation: 

A. I would think it would be not an unreasonable 
Situation. 

ONG And you would consider, then, that when the 
railways were asked for a rate by a shipper it would be 
in the interest of the Public. 1f it were 2) new commodity 
or new routing or Something else, that the railway should 
be forced to reply to the shipper, ‘Well, I am awfully 
sorry, but we will have to take that up with the Board of 
Transport Commissioners before we can quote 4 rate"? 

A. Well, I think so. 

Q. YOu think that is an improvement? 

A. No, there might be this type of situation: there 
might be one which would be of a purely temporary nature. 

Q. Well, take that one too. Here several years 
ago, on my information, at the head of the lekes there 
Was & considerable amount of wheat that had to be moved, 
énd the railways were asked for a rate; that wheat could 
either move by rail or by water, and it was a competitive 
Proposition, and only for a few days during the balance 


of the shipping season. On your suggestion the railways 
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would have had to say to the wheat shipper, ‘Well, we 
can't give you the rate or quote the rate until we take 
it up with the Board." Would you want that to be the 
manner in which ratesshould be handled and dealt with, 
in the interests of Shippers and the community at large, 
the public? 

A. Well, you have two agencies, shall we say, 
competing; both of them I Suppose ere faced with somewhat 
the same problem in that Situation. 

Q. Well, do you think it is in the interests of 
business Benerally that there should be that necessity 
to delay and to refer each one of these changes to the 
Board of Transport Commissioners before the railways can 
deal with the problem? 

A. Well, I have tried to Suggest that I think 
there is probably a small area which would come under the 
category of definitely temporary situations. 

Q. Well, I do not know what you understand by 
temporary situations. 

A, Well, in which it would not occur again. 

Q. But you know that every day in the year the rate- 
making officials and the rate officers of the railways are 
putting rates in and assisting shippers and assisting 
the public in quoting rates? 

A. And then they publish them afterwards. 

Q. Yes, under the law; and do you suggest that that 
is something that should be altered? I am just trying 
to find out what your view is. 

A. Well, I can only abide by my first position on 
that. If the rate were going to be used to cover a 


fair volume of brartic for a reasonable period of time. 
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then I think that the interested party should have a chance 
to consider that; but where, for example, you had some 
construction material or construction equipment in one 
place and it was necessary to move that down, I should 
think that would be one movement, and that would be 
definitely.-a temporary Situation, and I think the 
initiation might be left with the carrier to set what 
rate he thought was reasonable at that time. 
Q. Then you would be Willing to qualify your 
Statement to take care of cases of that kind? 
A A. That is right, to that extent. 
THE CHAIRMAN: Mr. O'Donnell, would you téll me 
this: you referred to the Supposititious case or the 
case that did occur about Shipping of grain at the end 
of the season. Were the rates in that case Lived, by 
the Board of Transport Commissioners or by the Board of 
Grain Commissioners in so far as the lakes were concerned? 
MR. O'DONNELL: Well, offhand I cannot Perit ha 
my lord, but the point I am making is that the railways 
were free to quote a competitive rate without having to 
go to the Board of Transport Commissioners and get approval, 
as they would have to do on the Suggestion of Mr. Brown. 
COMMISSIONER INNIS: Is there a conflict of 
jurisdiction between the Board of Grain Commissioners and 
the Board of Transport Commissioners? 
MR. O'DONNELL: I do not think so. 
THE CHAIRMAN: At the present time who fixes 


the shipping rates on the lakes 
MR. O DONNELL: On bulk shipments there are none. 


THE CHAIRMAN: No rates? 
MR. O'DONNELL: No. Package freight is the one 


©n which there is. 
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THE CHAIRMAN: It is just purely competitive 

MR. O'DONNELL: es; and,as: 1 UNGSRe berduti| ee 
I may not have all the facts of that case at the present 
time; it is some time ago Since I heard of Ltn buthES 
Just occurred to me on reading this,that was Some thing 
that had to be handled quickly, and the railways, on Mr. 
Brown's proposal, would have had their hands tied and been 
unable to act on it without the consent of the Board, and 
the shipping company was free to act as it pleased. 

THE CHAIRMAN: Then, so far-as you know, the 
Shipping vessels are not controlled by anybody; they can 
charge what they like. 

MR. O'DONNELL: Yes. 

COMMISSIONER INNIS: They could not charge the 
maximum; the Board of Transport Commissioners would control 
the maximum rates. 

MR. O'DONNELL: Yes. I do not think there is 
any conflict of jurisdiction. The Grain Commissioners 
have no jurisdiction on the freight rates. 

THE CHAIRMAN: Does that mean to Says then, that 
the shipping rates across the lakes are free? 

MR. O'DONNELL: Bulk Shipments, I understand, 
my lord. 

Q. Well, whether it be one, Mr. Brown, or ten 
thousand a year, would you --- 

THE CHAIRMAN: Pardon me 2 moment, Mr. O'Donnell. 
In the case that you put there, I suppose you did quote a 
rate? 

MR. O'DONNELL: Yes, and took the business. 


THE CHAIRMAN: Do you call that one ease out of 
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the twenty thousand or thirty thousand you were talking 
about 

MR. O'DONNELL: TI just happened to think of thet 
as an instance that would bring home to Mr. Brown the 
manner in which the railway business ig handled. It has 
to be handled in a hurry at times. There there would be 
a temporary rate published, an expiry dete on it, and the 
business could be taken by the railways, to the ultimate 
benefit of everyone using the railway. 

THE CHAIRMAN: That rate would only last for a 
few days 

MR. O'DONNELL: Well, that is my memory. 

THE CHAIRMAN: I Just wanted to know if that was 
one instance of these very numerous changes of rates 
throughout the year. 

MR. O'DONNELL: Yes. My understanding is that 
day in and day Out, every day in. the year, rates are made 
and rates are quoted, and so long as they remain under the 
ceiling business is taken or wefused Dy the railways, using 
their business judgment as every other business does, and 
on the suggestion of Mr. Brown it would be quite impossible 
to carry on in that way; and I was just suggesting to 
him that it would be a detriment to business, let alone 
the railways, if the method that he Sets outl ini his? Prater 
were to be adopted. 

THE CHAIRMAN: All these changes, then, appear 
to be toward a reduction for the time being 

MR. O'DONNELL: Yes, usually that is what they 
are. The ceiling is there, and it protects the public. 
The railway cannot go beyond the ceiling; it may take 


business under the ceiling, and on Mr. Brown's theory it 
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would not be able to take business without that long lag -- 
for instance, in the case of perishable goods, Sitting 
on a siding or about to be delivered into the freight shed 
for shipment, it would be quite impossible for the railways 
to handle them. 

THE CHAIRMAN: What you say, then, applies 
both to competitive and commodity rates? 

MR. O'DONNELL: I think SO, yes; and those 
are the pbitlie. The traffic moves on competitive and 
commodity rates principally -- more than eighty per cent 
©r the traffic, £ would imagine. 

Q. In any event, you did not think that aspect. of 
it through, Mr. Brown, with the many changes that are made 
day in and day out? 

A. Webisn 1 should think probably many items become 
-- if they are single items and do not entail a Sete Giron. 

Q. Well, what advantage is there in your suggestion? 
What advantage would there be in requiring the railways 
to delay acceptance of a Shipment while it endeavoured to 
have the Board of Transport Commissioners inquire into 
the profitability or the necessity of any such proposed 
rate, so long as the rates are 211 under the ceiling 
prescribed by the Board? Where is the public hurt 

A. AS.@ matter of fact; at the present time if a 
rate is put into effect and it becomes IHIUPLOUS ot Ehdinic. 
discrimination, the shipper can appe2l to the Board of 
Transport Commissioners. 

Q. Tats ele t 

A. The only question is whether it should be after 
Or whether he should have an opportunity before to have 


his position stated, and those usually opply more or less 
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to a set of rates which are used day in and day out or 
year in-and year out. 

Q. It is usually the Shipper who asks for this 
type of concession, is it not, commodity rate or com- 
petitive rate? 

AP. I suppose so. 

Q. Then how would the Shipper be hurt other than 
to be obliged to endure a certain delay? 

MR. BRAZIER: Some other Shipper might be 
injured. 

MR. O'DONNELL: Well, the lew protects him against 
that, as Mr. Brown has Lndi cated. 

THE WITNESS: After the event rather than before. 

MR. O'DONNELL: Q. After the event, true; 
but if a tariff be Duy in, itscan. be complained of by 
anyone who is affected by it, but would you Suggest that 
the present method of Keng ling athat Situation, the present 
control that the Board of Transport Commissioners has, 
Should be altered so that no commodity or competitive rate 
could be changed without previously having had the matter 
considered by the Board Do you still think that that 
is the thing to do? 

Bis I still adhere to my position. 

ae Now, before you wrote that did you make any 
inquiry at all as to the number of changes per year in 


commodity rates, for instance? 


A. Nos. at 1's 

Q. Nor in competitive rates? 

A. Noy sir. 

Q. And you made no inquiry, I take it, either as to 


Changes in any other rates? 
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ns No. I think we discussed the numbers already. 

Q. Rd pi. I know you are a busy man and have other 
things to do, and POSSibly you did not get around to doing 
that. Now, at the bottom of page 16 you say: 

"This latter practice" —- 
cHat of changing rates -- 

" introduces an unnecessary element of instability 
into the business structure of a community. We 
have Specifically in mind the frequent changes in 
the 'transcontinental rates!." 

THE CHAIRMAN: Mr. O'Donnell, I think perhaps 
you might read the sentence Just before, which refers to 
favourable rates having been taken away. 

MR. O'DONNELL: TI am going to something else. 

THE CHAIRMAN: Yes, but you did not Sive us thet 
preface: 

"Moreover we do not believe that once favourable 
rates have been given to a boea lity or to an 
Pus try itn 
as we heard, you remember, about the Shipping of livestock 
and so on, that once favourable rates have been given 
they should not be taken away, it says here "suddenly and 
capriciously”. 
MR. O'DONNELL: 
"This latter practice introduces an unnecessary 
element of instability into the business structure 
of a community." 
I should have made that clear. I was turning to some- 
thing else. 
"We have specifically in mind the frequent changes 
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in the 'Transcontinent2l rates’. 
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Q. How Frequently have there been changes in 
transcontinental Paces, Mr . Brown, in the last ten years? 

A, One of the men on the Staff made some check on 
iG « 

MR. BRAZIER: TI think it is very necessary to 
bear in mind that during the last ten Years, for five on 
Six of those ten the rates were actually frozen by the 
orders of the Wartime Prices and Trade Board. 

mr. O'DONNELL: I had that in mind. Lf iaust 
wondered how in the Circumstances there had been frequent 
changes in transcontinental rates. 

THE WITNESS: I think prior to that date 
there had been a fair number of changes. 

MR. O DONNELL: 9. There had not been any for 
€ight or nine years. 

A. No. This is an unusual period, probably, we 
bassed through. 

0. inet as true; and you know, I take St, that the 
transcontinental r-tes were Originally pig. by reason 
of the water competition through the Panama Cenal: 

A, That is what I understand, yes. 

Q. And you know that they were strictly competitive 
Or on a competitive basis; the excuse for putting them 
in was that there was competition and if the railways did 
not meet it that they would lose the business. 

A. I am given to understand that. 

QO. Now, do you Suggest when the competition dis- 
appears that the railways should be forced to continue 


those rates irrespective of the revenue position of the 


railways: 
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A. Well, I think the sentence that we put in here 
at the bottom of page 16 and the top of page 17 which you 
have just read is the answer. I do not think I ean 
answer it in any other way. 

Q. In other words, you would force the railways, 
On your theory or recommendation, to continue according 
low rates which were no longer justified or which might 
no longer be justified by reason of lack of competition; 
you would force the railways to continue that 

A. Well, I cannot think of a Situation which 
remains forever static; there must be changes. 

Q. Well, “2et us put it this way, that the change 
might be --~ I am not saying it is a fact; I am just dis- 
cussing theory with you here -- if there were no water 
competition would you conce@e that the rate should be 
removed” 

A. I would concede that in time the rate should be 
moved, and I suggest further down, towards the end of 
bage 17, one of the criteria by which you might decide 
the timing of such changes. 

Q. You mentioned also yesterday that your time 
period was something in the neighbourhood of twenty-five 
to fifty years? 

A. I could not say what time it would be. 

Q. I am speaking of a special rate that was put in 
to meet competition temporarily, possibly, and if the 
competition disappeared I suggest to you that the rate 
Should be removed? 

THE CHAIRMAN: WeR1, the brief says, should be 


Kept S0ing for a reasonable period of time. 
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MR. O DONNELL: Yes. 

THE CHAIRMAN: Now I think it would be quite 
proper to ask Mr. Brown what he means by a reasonable period 
et Gime initthate tase. 

MR. O'DONNELL: Well, I have no objection to that, 
my lord, at all, but he dia mention, as I remember -- and he 
will correct me if I am wrong -- that his period of time 
for the incorporation of these changes into the rate 
Structure of which he was speaking, he did not want to 
do it too quickly, and it might be spread over a period 
from twenty-five to fifty years. 

Q. Wasn't that what you mentioned: 

A. Well, I did suggest that it might be quite 
Some length of time. I mean, many rates would probably 
be changed very quickly and others more Sradually, and 
so on, and unless it was a specific rate and you knew the 
Specific --- 

THE CHAIRMAN: Q. But you were talking here 
Specifically of these transcontinental rates, and then 
you Say that they should be kept going for a reasonable 
period of time: 

A. reeves Me. Chairman. 

Q. Does that mean twenty-five or fifty years after 
competition has ceased? 

a. Oh, no, sir, not necessarily. I mean trans- 
Continental rates are a group of rates. Any one of those 
might easily be eliminated quite soon; others might con- 
Minue for --- 

MR. O DONNELL: Q. How soon would you suggest 
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competition ceased? 
A. I couldn't say: I don't know. 
Qs Or two months? 

A. It would depend on the facts of the Situation . 

Q. Weligeif there is no competition, that is the 
sole fact, that is the basic foc, (2S ithnors 

a No. 

Q. They were put in by reason of the fact that 
there was competition? 

A. No. The facts of the situation are,in addition 
to the carrier you have to considérj«as I Suggested, all 
factors, including the effect of the competition, and 
the situation of the Shippers has to be taken into con- 
Sideration. tameans yourcannot gust ignore the shippers, 
I am suggesting. 

THE CHAIRMAN: Q. You see, these are particular 
rates of which we have heard 2 great deal, these trans- 
continental rates. Who would suffer, Mr. Brown, by the 
Sudden cessation of these what you have called favourable 
rates? 

As WotliitL am thinking =-=- 

Q. Would it be somebody in Vancouver or somebody 
back in eastern Canada‘ Who would suffer? 

A, Well, I am thinking --- 

Q. If the competition stopped, there was no more 
Competition by water, and the railways put the rates back 
® what they were authorized to be at, who would suffer 
The shipper at the other 


Whom would, you have in mind? 


end, or the receiver? 


£ 
: 


val « 


“wWyey 


woe 


ab 4 


ora tes) 


o 


rae 


- 2600 - Mr.J.E.Brown, cr-ex 


A. No, the shipper at this end would suffer, because 
he would then perhaps be deprived of what he had come to 
consider a market, that is, if the rate were such, the 
change in rate. 

awe Come to consider 2 market by reason of these 
low rates; is that it? 

Q. Where would this market Le. sachens Getting 
to a conerete case, not a matter of Speculation, where is 
the market? 

fs Well, it might even be central Canada. Lraon't 
know whether I can give any specific case. 

Q. I think I see what you mean. 

A. It might 'be central Canada. Some producer in 
British Columbia might be able to ship something to central 
Canada in competition with say something from the Maritimes 
or Newfoundland. 

MR. FRAWLEY: ©. It might be Alberta, by reason 
Of the back haul? 

A. It might. 

MR. O'DONNELL: Q. Is not or was not your 
market in the case of these trenscontinental rates provided 
Originally by the water competitor of the railway, the 
shipper, the Shipping company rather? Wasn't that who 
Provided your market. 

A. Welly the situation is created .-~- 

THE CHAIRMAN: That would be coming to Vancouver. 
MR. O'DONNELL: Coming to Vancouver or going 
from Vancouver, either way. 


THE CHAIRMAN: Going from Vancouver how? 
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MR. O'DONNELL: East, because the Panama Canal -=- 

THE CHAIRMAN: Quite PrenG. 

MR. O'DONNELL: 9. So that [pee tt to you 
that your market originally was provided by the water 
competitor, and if the water competitor of the railway 
quit and the competition disappeared, then why 2386 not 
Polit that the railway should, upon the disappearance of 
the competition, apply the rate that the Board has found 
to be just and reesonable: 

Aa No, I am sorry, I cannot --- 

MR. BRAZIER: Mr. Chairman, on this point I 
Should like to state that we have here perticulerly in 
mind that, while there may be actual competition in 
existence today, we will firmly maintain that there is 
always potential competition there. Now, we have shown 
that a ship has Just recently arrived in Vancouver, a 
Shipping line has Started, and it is quite within the 
Power of the railways as it is today to slash their 
rates right down so that company decides it can no longer 
enter into competition with a steamship company. The 
day after the Steamship company decides that the railways 
could, on their ground, put their rates right back up to 
where they were before or even higher. In other words, 
it is th2t kinda of instability. We do not say thet there 
Should be actual competition there all the time, but if 
there is potential competition those factors should be 
taken into consideration. 

THE CHAIRMAN: Don't you think that the higher 
the railway rates are the greater the potentiality of 


water competition would be 
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MR. BRAZIER: That is quite right, but once 
that actual competition comes into efrect.iteis quite 
within the power of the railways under the present 
arrangement to cut their rates right down and put the 
Steamship out, and as soon as that steamship is off, then 
the railways come back. Now, we say that sort Ct 
changing of the tariffs up and down is injurious to the 
business community. 

THE CHAIRMAN: How? Well, perhaps you 
intend to show that. 

MR. BRAZIER: You have no Stability of your 
market, sir, your CGOSGS). 65 all . 

MR. O'DONNELL: .Well, that is not the fault of 
the railway, Surely. If the water competition -- I am 
not speaking of the present situation in Vancouver; if 
you would like to talk about that, I have a few ideas on 
that too: but I am Just speaking as a matter of theory 
here with respect to what you are recommending. You 
know, do you not, that under the Reilway Act through the 
years since the railways have been operating it has been 
@ constant right of the railways to meet competition or 
to refuse to meet competition: You know that 

Boe OS oct 

Je Now, does not your proposal entail the complete 
disappearanceof that type or of that situation whereby the 
railways, using their business judgment, may decide whether 


or not they will meet competition in any given case? 


(Page 2605 follows) 
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A Well, I did not visualize depriving the railways of 
meeting competition in one sense. If they feel they are 
able to do a particular job better than a competing agency -- 

THE CHAIRMAN: Q, Yes; but according to the brief 
in the future they would first have to go to the Board of 
Transport Commissioners before they would be allowed to set 
up this new competitive rate? 

A That would be essentially so, 

MR. O'DONNELL: @. On your Suggestion the railways 
would have to go to the Board whether they put the rate up 
or down? 

A That would be the case; that is right. 

Q Both going and coming. Getting back to what I said, 
you know that the railways have been free through the years 
to meet competition. Does your Suggestion not amount to 
this, that you would wish to change that situation and that 
you would force the railways to continue meeting competition 
even when the competition had disappeared, because you 
Suggest they shall not be allowed to cease meeting competi- 
tien? 

A I think again you have to consider the setting, what 
has happened in the past and what might be done in the 
future, 

Q Let me read you this extract from a judgment of the 
Board of Transport Commissioners which will be Poundsaint 37 
Ber sCy, 0318, It is in the matter of the Mount Royal Milling 
Company. The quotation I give you is this: 

"So far as water competition is concerned, it has 

been recognized over and over again in various decisions 

of this Board that the extent to which water competition 


Shall be met is in the discretion of the railway. The 
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Board has also held that it is not the privilege of 

the shipper to demand less than normal rates because 

of such competition, unless the railway, in its own 

interest, chooses to meet Lty, Srhes principle of water 

competition has also been recognized practically by 

all rate-regulating commissions." 

There are several other cases which I could quote. Do you 
disagree with that kind of situation? 

A That is what prevailed in the past. I grant you 
that. 

Q Do you think there is anything wrong with it? 

A I am inclined to think that probably that is not the 
best approach. 

Q And that has been the situation which has prevailed 
for many years? 

A Quite right, 

Q What would you have to Say to this? I should like 
to quote from another case, Eastern Canada Preserved Foods 
Association, Winona, Ontario, versus the Canadian Freight 
Association, 35 C.R.C., 179, page 282 or thereabouts. 

MR. FRAWLEY: What is the year? 

MR. O'DONNELE: 1928. 

"It was set out that in the face of competition be- 
tween rail and water lines, a commodity rate, such as 

Was at issue, was recognized by the Board as a fair 

move by the railway companies to enable them to compete 

with water carri@ge; that it was quite another thing to 
force the railway’ companies to put in or to maintain 

Such competitive mate in case they desire its abandon- 


ment as in the preesent instance." 
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Does your proposal not involve the maintaining of competi - 
tive rates which are no longer justified by reason possi- 
bly of changes in the Situation? 

A I don't think so, 

Q Wedd , if) Tread. it wrongly then that is not what you 
would ask the Board to recommend to Parliament by way of a 
possible change in the Railway Act? 

A I wish you would repeat. that, 

Q If I misunderstood you and read your brief so that 
I thought you were intending to suggest that the railways 
Should continue to maintain a competitive rate when the 
competition had disappeared, then I read you wrongly? 

A Yes. 

Q And the fact is you would be Willing to allow the 
competitive rate to be withdrawn when the competition no 
longer exists? 

A When other factors are taken into conSideration. 

MR. BRAZIER: After due consideration of the shipp- 
ers, 

MR. EVANS: You are not answering. 

MR. O'DONNELL: Q. What about due consideration by 
the railways? Would you deprive them of their business 
Judgment in the circumstances? 

A You have, shall we Say, an ologopoly set-up. 

Q Let me read this little extract to you. 

"We are far from suggesting that there should be 
arbitrary interference on the part of the Railway Com- 
mission with the business judgment of the railway com- 
PBDEs san pt 

MR. FRAWLEY: Where is that? 

MR. O'DONNELL: That is an extract from the Duncan 
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PEDOrt, page B- 
THE WITNESS: I am sorry; would you read it again? 
MR. O'DONNELL: Q. I will read it again. The 
Commissioners were Sir Andrew Rae'Duncan, the Hon. W. B. 
Wallace and Professor Cyrus MacMiul ss, They said: 
"We are far from Suggesting that there should be 
arbitrary interference on the part of the Railway Com- 
mission with the business judgment of the railway com- 
penles,+..;" 
Does your proposal net amount to interference with the 
business Judgment of the railway companies? 

A Well, it circumscribes it to some extent, but I 
Should say not completely by any manner of means, 


Q What would you Say to these words further along in 


that same report? 


"In other words, what a railway administration might 
concede, in the exercise of its judgment on what was 
good business or might ultimately be food business for 
itself, seemed to us to be demanded as a matter of 


Does that not fit the circumstances or Suggestion that you 
make? Your Suggestion is that the railways should be forced 
to maintain rates even though the competition has disappear- 
ed, at least during the time that you would want them to go 
to the Board of Transport Commissioners, which might be 
two, three, four or five months? 

A Yes, 

Q And in the interval other shippers who were shipping 
the same commodities as persons who had had the favourable 
rate that you refer to, would be discriminated against, 


Would they not? 


Frew a) 


Jake wie 


-2609- Mr. J.E. Brown, cr-ex, 


A They would be discriminated against anyway during 
the earlier period, 

Q They would be discriminated against so soon as the 
competition stopped because the rate is only justifiable 
under the law during the time that the competition prevails. 
Is that not the fact? 

A Weld 5! svat tlist laid out: in what you are readings that 
is true, 

THE CHAIRMAN: Mr. Brown may be in favour of chang- 
ing the law, 

MR. O'DONNELL: I am Just going to ask him that. 

THE CHAIRMAN: He may not agree with these judg- 
ments. 

MR. O'DONNELL: Q. Are you in favour of discarding 
all the practice and Jurisprudence that has grown up through 
the years, and of forcing the railway companies to maintain 
competitive rates when there is no competition in fact? 

A I suppose that is fairly harsh, 

@ I did not think you would want to be that harsh on 
the railways. I am just asking you. 

A I make a suggestion at the middle of page 16, and 
I think that is approximately our position. 

Q I will read one further extract and ask you what 
your view is. This is from the same case I referred to a 
few minutes ago, Eastern Canada Preserved Foods, at page 
182. 

MR. COVERT: It occurs to me that I should like to 
have the record completed. The witness referred to the 
middle of page 16, 


MR. O'DONNELL: Q. Page 16 of your brief? 
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A Yes. .E think we try to answer many of the 
criticisms, or shall we Say questions you have PeaLeeds. 11) 
this way. We say: 

"While the Board of Transport Commissioners has 
exercised ccntrol over maximum freight rates little 
or no supervision has been given to minimums. Pre- 
Sumably it was not formerly considered necessary to 
control these latter Pates in. that they are supposed 
to reflect the influence of healthy competition," 

Then we Suggest in the next ‘Sentence that: 

"A better recognition of the problems associated 
with an Oligopolistic Situation, however, Suggests 
that the present area of controls is not adequate." 
Q You want more Cont roel? 

A Essentially that is Pigs . 

Q And you want the Shippers -- 

MR. FRAWLEY: That is British Columbia, is 16? 

MR. O'DONNELL: Q@. You want the Shippers of Brit- 

ish Columbia, of Vancouver, to be forced to wait when 
they could get a rate as they have during the many years 
that the railways have been running in and out of Van- 
couver, when they could get it in a hurry and get a 
business quotation so that they coulé avail themselves of 
“market that may not be there the day after tomorrow? 
You would want them to wait until the machinery had been 


put into motion that yuu contemplate. by way of an appli- 


Cation to the Board for approval? 


A edo not. think. I Suggested complete control. I 


Suggested the area of control might be extended a little 
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Q Let us see how far you want your area of control 
extended. How far do you want the situation changed? 

A Well, this largely arises, [I Suppose, out of a 
consideration of the facts once more, 

Q I see, 

A nd I more or less indicated that I think there 
can be some differentiation between temporary situations 
and situations which are expected to be of some duration. 

Q Do you not think that when the Board has fixed 
what is a just ana reasonable rate in any given case that 
the railways should be free, in the interests of the ship- 
pers particularly and of the consuming public, to meet 
competition under that ceiling, under that just and reas- 
onable rate, without having to wait two, three or four 
months? 

A Well, generally again you see you have two or 
three agencies involved, and as I indicated a little 
earlier on page 15 of the brief, and I think as: coammeecl 
for the province has already Suggesved, there is always 
a danger - it is a part of the last sentence of the first 
Complete paragraph on page 15 - that you may force out 
of business what is actually a better carrier, 

Q I see. 

A That is the point we nave in mind. If the railway 
is the better carrier by all means let us have the rail- 
way, 

THE CHAIRMAN: Pardon me, You are referring to 
the rates authorized by the Board? 

MR. O'DONNELL: Tee. 

THE CHAIRMAN: And which you call the ceiling? 
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MR. O'DONNELL: Yes, 

THE CHAIRMAN: JI have never seen such an order, 
but does the order Say that the railways must charge so 
much? 

MR. O'DONNELL: No, the railway may not charge 
beyond so much, 

THE CHAIRMAN: May not charge more than so much? 

MR. O'DONNELL: Yes. 

THE CHAIRMAN: Ana that leaves you free, 

MR. O'DONNELL: Free under the ceiling as we 
please to meet the Shipper who wants to buy our product, 
which is transportation, and make a deal with him to suit 
his business. It is he who is principally interested, 

THE CHAIRMAN: The fixed rates are Only maximums? 

MR. O'DONNELL: That is right, Dur 4.2 Sub ject 
always that we may not discriminate as between Shipper and 
Shipper in similar circumstances, 

Q You made some remark, Mr. Brown, concerning -- 

THE CHAIRMAN: That point is important. If the 
rates are the maximum that you may charge that implies 
that you may charge less. 

MR. O'DONNELL: Yes. 

THE CHAIRMAN: But if every time you endeavour 
to charge_less you must make a distinct application to 
the Board for the power to charge less, and all the 
interests who are affected, or who think they are affected, 
are to be heard I can see how there would be a great deal 
of Cluttering up. 

MR. O'DONNELL: That is all I had in mina. 

THE CHAIRMAN: I can see that. I do not say it is 


impossible, but then it would change the nature of the 
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rate fixing in the first instance because it is only the 
maximum that is fixed. That implies you can go beneath 
it if you like as long <s you are not discriminating 
unjustly among people, and that would seem to leave it 
this way, that in order to show that you should be allowed 
to go under that maximum rate it would have to be shown 
that what you are doing is not discriminating unjustly as 
far as any other eClass. Is that right? 

MR. O'DONNELL: That is about what it amounts to. 
In my submission the Railway Act provides for that. It 
allows anyone who feels he is unjustly discriminated 
against to file a camplaint right away. 

MR. FRAWLEY: The individual Shipper. 

MR. O'DONNELL: Yes, and he has to Show his inter- 
est and he has to show he is ‘hurt; 

THE CHAIRMAN: Has anybody a different view of what 
the Railway Act providesabout that? 

MR. BRAZIER: That is in accordance with my under- 
Standing of the Railway Act as it is today. 

THE CHAIRMAN: It is very important, you see, 

MR. FRAWLEY: I think that is So, Mr. Chairman, 
It is only the maximum that is fixed, and under the Rail- 
way Act the railways are free to establish Special commo- 
dity rates and competitive rates as long as they do not 
exceed the ceiling. What we wili nave much to say to the 
Commission about later on is the manner in which they act 
in the filing of these Special commodity rates and special 
Competitive rates, We say that the great prevalence of 
Competitive rates is discriminatory against those areas 


where the other principle, the principle of what the 
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traffic will Dear, i8 ‘the Guiding factor, That is the 
importance of it, 

THE CHAIRMAN: [I understand your case. We heard 
also in Edmonton that where a Special rate has been fixed 
in favour of 4 certain commodity by cutting the maximum 
perhaps by 50 per cent that you Should not be allowed to 
&0 back to the maximum again without Going first to the 
Board of Transport Commissioners. 

Mr. O'DONNELL: Ag I understand it under the law 
pouclre [pec , == 

THE CHAIRMAN: [ know you are (ree, but 16 was 
represented to us in Edmonton, and perhaps elsewhere, that 
that should be your position, that onnre you have lowered 
a rate you should not be allowed to put it back to thé maxi - 
mum, 

MR. O'DONNELL: TI have heard shat advanced as being 
something that shoulda be done, 

MR. FRAWLEY: ‘That related particularly to those 
rates which had been put in like the seeq grein rate, which 
went in many, Many years ago, and then was rather suddenly 
removed, 

THE CHAIRMAN: Dia we not hear about live stock? 

MR. O'DONNELL: Seed grain. 

Mi, BRAWLEY: ©. fGo Hot wear See live stock, 

MR. O'DONNELL: Pure brea live stock and seed grain, 

MR. FRAWLEY: Pure bred live Stock, yes; that was 
€xactly in the same position. 

MR. O'DONNELL: So on the theory that Mr. Brown 
advances we would have to apply, for instance, if there 


WaS competition to be met for authority to meet the 
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competition, and if the competition disappeared we would 
have to go back again and apply for authority to withdraw 
the rate. We would have twice as much business before the 
Board. The Board of Transport Commissioners would need to 
be multiplied many times over to be able to handle the 
ordinary business that transpires in any year, let alone 
the war years that Mr. Brown referree toy.” in any ordinary 
year there are thousands of rates a year, and on the 
Suggestion of Mr. Brown each one would have to be reviewed 
even though each one was under a ceiling previously fixed 
by the Board as being a just and reasonable rate, 

Q Mr. Brown, what would happen where, for instance, 
rates were in effect and there was a sudden rise in cost? 
For instance, wage rates last year went up suddenly, and 
costs of materials went up suddenly. Under your proposal 
the railways would have to continue rendering service at 
the old rates until they could go to the Board and have 
the situation reviewed? 

A I think that 1s the Situation at the present time, 
weit not? f£ general increase has to be reviewed, 

Q I am speaking of individual rates, not a general 
freight rate increase. I am Speaking of an individual 
rate which was put in, for instance, on a competitive 
basis, and there is a sudden rise in costs of operation, 
Would you not be Willing to concede that the railways 
could stop meeting the competition if they saw fit in 
those circumstances by reason of the rise in their costs? 

A I presume what you would probably do would be 
more or less what you have done this time, if there was a 
Seneral increase in the price level, 


Q I am not Speaking of a general increase in the 
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ee level. I am Speaking of an increase affecting a 
particular rate, 

A I can hardly see how an increase in wages, and so 
on, would just affect one rate. It would affect all the 
rates, 

Q If the costs of Operation Suddenly go up, coal or 
ol! costs, wages, and a lot more of the operational costs 
increase Suddenly, would you tie the railways to the old 
rate until such time as they could go to the Board and 
indicate that, the competition no longer being in exist- 
ence, that they wished to withdraw their rate? 

A In one sense you are tied to that rate now. Your 
Seneral level of rates iS controlled, and I think the 
Situation would Still be parallel, 

Q How do you Say we are tied to that rate now? 

A I believe you are speaking of a general increase -- 

Q I am Speaking of an individual rate, a competitive 
rate, right now. will you not agree that the law - and I 
Should like to have the concurring opinion of my friends 
again in support of my view of the law - that we may 
cease to meet competition if we so choose? 

A I believe you can cease to meet competition if you 
SO choose regardless of whether there is any change in 
costs, 

Q You are asking that that be changed? 

MR. BRAZIER: The case you are putting to the wit- 
hess is if your costs change. He quite properly asked you 
how the wages of tthe people handling one particular 
Shipment can go Up and not have a general wage Jnevrease.— 


You go on with yowr question on the basis that the 
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increase can only affect one particular Shipment whereas 
all the increases you have mentisneq are general increases, 

MR. O'DONNELL: The record Says what it ‘Says, and 

I do not intend to get into any discussion with my friend 
on that. 

Q You would change that, would you, Mr. Brown? Let 
me read you this one last little extract: 

"The matter therefore presents itself as an 
application to compel continuance of a competitive 
rate, and on this point the Board is on record an 
many decisions. It has frequently expressed the view 
that, subject to the provisions of the Act regarding 
discrimination, it is within the discretion of the 
railway companies to meet water competition, but that 
the railway companies are not to be compelled to put 
in or maintain rates to meet such water competition," 

That is your understanding of the law at the present time, 
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A. I believe that is So. 

Q. Do you want that changed? 

A. Essentially, yes. 

Q. And you, in the circumstances, would force the 
railways to maintain a rate, a competitive rate, when the 
competition has disappeared? 

A. I think we have repeated ourselves two or three 
times, 

Qe All right, I Just wanted it to be clear that that 
was what you contended for. You contend for a Situation 
whereby the railways would have to continue to allow a 
favorable rate which you put in your brief and Which, a. 
assume, is a competitive rate, to remain in force, although 
there is no longer any competition. 

A. I would refer you to the top of page a7, that 
they should not be changed until all factors are taken 
into consideration, 

Q. And by whom? That is another thing? 

A. The Board of Transport Commissioners, 

Q. You would not allow the Carrier tortake 4¢ 
into consideration? 

A. No. 

@. In other words, you would interfere with the 
Judgment of the railways in these circumstances, something 
Which the Board, through the many years, has refused to do? 

A. Yes. We are back on page 16 once more, 

Q. As to these views you are expressing, do you 


think that they would meet with the approval of the 


lal 


British Columbia shippers, the large shippers, the people 


who have to get a rate ten times a day? 
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MR. FRAWLEY: Ask him about the consumers, 

THE WITNESS: I cannot speak for the Shippers, 
I believe they will have to Speak for themselves. 

MR. O'DONNELL: @. You have not discussed it 
with the Shippers at all? 

A. No, not Specifically. 

Q. We will leave that, then, Now, at page 16, 
there is another topic which you raised, in the second 
paragraph: 

antine’ conclusion, the province of British Columbia 

advecates the application of the principle of pricing 

all forms of transportation on the basis of cost of 

Service rather than value of service. The government 

is convinced that the adoption of such a practice 

would result in Substantially uniform rates throughout 

Canada." 

THE CHAIRMAN: Does the brief anywhere define 
or distinguish the difference in the meaning between cest 
ef service and value of Service? 

MR. O'DONNELL: I do not think so, 

MR. O'DONNELL: Q. Could you define that 
distinction for the benefit of the Commission? 

A, Well, essentially, I Suppose the term "value of 
Service" is the price you would extract from the Shipper, 
regardless of what it might cost to carry it on that 
movement; roughly, another term for what the traffic will 
bear, 

THE CHAIRMAN: That is what you mean by value 
of service? 


COMMISSIONER INNIS: Q. Do you make any distinction 


* oh 


GS 
“ 
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between "what the traffic will bear" and "what will move 
the traffic"? 

A. That question has arisen, and I feel, from 
- circumstantial evidence, as I say, at the bottom of 
page 15: "It does not appear that this would lead to any 
material increase in the present rates on low value, 
bulk commodities, and therefore, could not be considered 
to adversely affect this type of business." The evidence, 
I admit, is somewhat circumstantial, so I had to work on 
and around and about it. 

MR. O'DONNELL: Q. Do zou personally make no 
distinction between the phrase "what will move the traffic", 
and the phrase "what the traffic will bear"? 

Ay. *here is not a great deal o2 difference, that I 
Can See, but there may be a slight difference. 

Q. As the railways consider these matters, there is 
no difference, But I wondered if you had any? Now, as to 
the value of service have you anything further to say on 
that, other than what you have said? 

wy wl do notinink so, 

Q@. What is your idea >f "cost of service", in 
counter-distinetion to "value of service"? 

A, Well, essentially, my idea of cost of service 
in comtradistinction to value of service 18 that, in 
certain areas, for example, the cost of doing that 
particular service might be consideiably less than what you 
might have actually obtained from that particular shipper. 
It would be the value of the service; in other words, 
you might obtain a much higher price from him than would 


be necessary to cover the cost of the movement, 
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COMMISSIONER INNIS: Q. 88 there is 4 sharp 
difference between "what the traffic will bear", and 
"what will move the traffic," 

A. There hight be, pussibly, 

MR. O'DONNELL! 9, wWoula you not think that the 
value &f the Service to the shipper ig 4 more important 
element than the cost of the Service? 

A. It might be, Essentially, I might have to go 
from Victoria to Vancouver, and you might be able to extract 
from me $50 to go from Victoria to Vancouver in that 
particular case, because it might be worth that much to me, 

COMMISSIONER ANGUS: Q. When you Say that 
consideration should be Siven to the competitive situation 
of the Shipper, was that what you had in mind? 

A. On page Lisi Sin? | 

Q. Yes? 

Ac Weld, 2 Suppose, in one sense, it becomes the 
value of the service he has been Given; so we can say: 
rates which are lower than what they might be normally, 

Q. You are considering a case of costs? 

Doon Wes, thatiiges PLE e 

MR. O'DONNELL: Q. Coming back to my Suggesticn 
to you, or my inquiry, would not the value of the service 
to the Shipper be a more important factor in determining 
the freight rate than the cost of the service? 

aye DT think transportation is a particular type of 
S€rvice and, while I will admit you can price it in terms 
Of what you might obtain from him, that, because of the 
Peculiar nature of transportation, its peculiar relation 


to our national economy, I do not think that is probably 
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the best way to puv it, 
THE CHAIRMAN: Q. You do not think what? 

A. Using the value of Service; I mean, it is possible 
to extract from certain Shippers and certain groups, 
probably, a much larger amount than they might normally 
have to pay, while other groups might pay a little less, 

MR. O'DONNELL: Q. Isn't that SO, that the cost 
of the service is but one of the elements to be taken 
into consideration in the assessment of a freight rate? 

A. I think I am suggesting here, probably, that it 
may be a major element. 

‘.¢ " CHE CHATRMANY @, “You Would’ HWE 4 ap a basic 
element? 

As Yes, 

Q. Do you say that the province of British 
Columbia advocates the principle of transportation on the 
basis of cost of service? That is clear enough, that is 
what they say; that is the attitude of the province. 

MR. O'DONNELL: I asked the witness if, to 
his knowledge, cost is not but one of a number of factors 
Which should be taken into consideration when eMdeavoring 
to arrive at 4 Just and reasonable rate, 

MR. BRAZIER: You mean under the present system? 

MR. O'DONNELL: Q. Yes, or any system? 

A. I can only repeat: I think it is the basic factor; 
and I visualize that you may have a certain situation at 
the present time, and in a transition period it will be 
Somewhat mixed, 

Q. The national interest has somewhat of a bearing, 


Sometimes, has it not? 
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THE CHAIRMAN: ‘The brief answers that question, 
The brief says: "The sovernment is convinced that the 
adoption of such a practice would result in Substantially 
uniferm races threughout Canada." That is their attitude, 
Whether it is Sustainable or not, is another question. 

MR. O'DONNELL: I am endeavoring to inquire 
whether the national interest wnuld have Some bearing on 
the freight rates, 

THE CHAIRMAN: It may be important for us here 
to know whether or not it is a concrete proposal made to 
us by British Columbia, that the principle of pricing all 
forms of transportation be on the basis of cost of Service; 
and then they Say and add that they are convinced that that 
principle should be adopted and that we should have 
substantially uniform rates throughaut Canada. 

MR. O'DONNELL: ‘There is no doubt about that, 

THE CHAIRMAN: We may be hearing more about 
that, in time to come, 

MR. O'DONNELL: [I think, in respect to that, we 
would disagree, 

THE CHAIRMAN: What is your attitude? You do not 
agree with it? 

MR. O'DONNELL: I da not think we agree with that; 
but our formalized Submissions have not been put before 
the Commission VEG 

THE CHAIRMAN: You are trying to show that the y 
are mistaken, 

MR, O'DONNELL: I am trying to find out if he 
weudd not agree that there are »ther factors besides 


cost of service because, I find, in the Duff. Report, at 


. 
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page 60: 
"In determining what is fair and reasonable to the 
railways regard should be had, inter alia, to the 
cost, including remuneration in capital invested, 
in providing these services," 
The Commissioners, in 1931, apparently thought that that 
was merely one factér to be considered, And I wags merely 
asking the witness if he would not cancede that there were y- 
possibly, other factors, That is all I had in mind, 
And I had, particularly, in mind, Mr. Chairman, the fact 
that vhere duringthe war, I think Mr. Brown woulld know 
that there was considerable Shipment, was there fot, of 
eggs and pAultry made to Great Britain? 
THE WITNESS: I believe T have heard about it, 
but I do not know from firsthand. 
MR. O'DONNELL? Q. and that those shipments were 
made on rates which enable the praducts to be carried, 
and the BI to be fulfilled, and they were at fairly 
low prtees-whemin, relation to the cost of the service 
delivered? 
As Yes, 
Qs So I ask you if that is not an instance of another 
factor? 
MR. BRAZIER: Ask him first if he knows those 
are the facts? 
MR. O'DONNELL: Q. He has said that he heard 
of it, that there was poultry and eggs shipped out of 
British Columbia; and I think the record in the other case 
Shows the considerable quantities that went forward, 


A. I think that prabably the answer is in the last 


bs pt oan yy h — 


bYooey ea wadyi9. 'y heis yatdiasiad. 


nate aii ich Said vinteit E, 


=" Pi tou 
Heir mivtoe' 8 oe 


(oer cl: bedi bragst,- ran ~ 
‘a 
‘nor ysapmss, sdtoutons teovi , 


=} ee 5° thoy siti? vony. fib iM Pe 
i va 4 
serecas. , 220! ; arenes bia aed 


banen se) ost -teimet eed sieieess 
Sar Stove a Tes sty eal 


h 4% v7 ar De %: ~ wort Uttte se 

onnae ot vtth top tag bee 

ny a ae eS é 
“dite 1 caw, sy heh: sae | See 


te yo lng tetiLene BSW, SSNs S 
ee Te i ai wm, (VE i ay § 7, Niels | twuer’ ££ 
ati rt : SAVEW ia 


g7e6k2 mort worl Dash te 


EAL Py Ls 


* ¢ 
on 
fis , . 
7 3 if ts { oli 1S) & _ Re 
“: ie oe 


feel ‘+ atnené ate. oat F 
a th ee? ie 


ae at aotintes a argh mean Wi 


my ~» wt sf 4 f ’ "se NG. ms 
tetosg> Sa8 
HH af chen. ae 


bel rt pon sro Sant e 


at? tyne akdprobs enon ‘ais 


es DRA 


- een 


> 


- 


ae Mr. J. E. Brown 
20E82-C CY .ex, 


paragraph. On page L950 then, I presume this wasin the 
national interest. 

Q. That is annther factor, is it not, in freight- 
rate making? 

A. Well, no, it doesn't alter it. I de nat think 
you have read the rest of the paragraph, 

Q. a Shall leave that and I now come to a little 
refine or this suggestion that the cost of service is 
what the province of British Columbia advocates. The 
province of British Columbia owns the P.G,E, railway, dares 
it net? 

A. I believe ga, 

Q. And are the rates fixed on the P.G,B, on the 
basis of cost of service? 

A. I do not knew, 

Q. Have you ever recommended to them that they 
Should fix their rates on that basis? 

A. They have nat honoured me with questioning me 
BOUT 1%. 

Q. Do you know what the operating ratio of the 

P.G.E, was last year? 

A. No, sir, I do not. 

MR. BRAZIER: I presume we might gall thg 
President of the P.G.E, 

MR, O'DONNELL: Q@. My information is that it 
was 160, That means, it cost $1.60 to earn $1 on the 
P.G.E, last year. But on your theery, the cost af 
Service would be increased by 60 per cent, on that basis. 

MR. BRAZIER: My learned friend must bear in 


mind that that is an unfinished railway, and that ence it 
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2OPoO~1) cr.ex; 
is finished, they may not have such a ratié as that. 
MR. O'DONNELL: Q. Mr. Brown; I said that on 


your theory, these rates would go up 60 per cent in the 
cost of service which has t¢ be paid by the Shipper; and 
you said, Yes, as I understood it; am I right? 
A. That would be correct, 
MR. FRAWLEY: You had better leave the mountain 
differential on in the °.G E, 
MR. O'DONNELL: Q. That is another thing. Do 
you know about that? My learned friend Mr, Frawley has 
information that, on the P.G.E., the mountain differential 
rates still apply? 
As I could not say, sir. 
Q@. You do not know that. Now, did you propose to 
the Public Utilities BAard, which centrols the éperation 
of moter carriers in this prevince, that the cost éf service 


basis shéuld be the basis fer fixing rates? 


Ae Did I? 

Q. Yes. 

Ae Oh, no, sir, 

Q. That is what I heard, The ratew are fixed «a 


motor carriers én the basis of a particular route and 
each reute is looked into on its own merits. Is that yéur 
understanding of he situatiAn? 

A. Apprdéximately. 

Q. But your suggestion, on the other hand, in so far 
as thee railways are concerned, is that there sh#uld be 4 
uniform rate from Newfoundland to British Columbia on 
all ccmmodities? 


A. That is right. All commodities; perhaps that 
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Sounds a little ambiguous, 

Q. You think there should be one rate fer each 
commodity carried? 

aa Yess 

Q- On each commodity; and when added up, it becomes 
all commodities ultimately; and my suggestion is that you 
propose a uniform rate basis from Newfoundland to British 
Columbia on all commodities carried by the railways. 

A, We are back to the same dif ticulcy, 

Q. Again, coming to Something which, I think, entails 
a practical approach: You know, or have you heard of the 
new pulp mill which is to operate at Watson, or Port 
Edward? 

A. Yes. 

Q@. That is the new pulp mill? 

A. Yes. 

Q. Then how, on the theory you have expounded to 
the Board, would you proceed to develop rates for that 
Operation where, I am informed, the pulpwood is to ccme 
from about 100 miles up the river, from a place called 
Terrace, which is about 100 miles from Prince Rupert. 

Do you krow Terrace? 


A. I have been through it. 
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Q. And when the sulphur to be Used ih the mill is 
to come from Texas, and the 60a] from Alberta possibly, 
or from Vancouver Island, or from Telkwa in British 
Columbia -- three possibilities -- and the machinery is 
to come from the United States, some two or three thousand 
miles away, and the pulp is to be gold in the United 
States, principally in New Jersey -- how would you, on 
this theory of cost of Service, begin to compound and 
prepare rates, bearing in mind that in each of those 
instances, practically all of them in any event, there ig 
water competition ? -- pulpwood from Terrace, the 
Sulphur from Texas, the coal from any one of those three 
points, the machinery from the United States, and sell the 
merchandise in New Jersey in competition with any similar 
merchandise? How do you apply your cost-of-service 
prirciple? 

A. Well, I presume the various agencies who might 
be interested would indicate to the Board of Transport 
Commissioners. 

Q. Well, I am Suggesting to you for the time being 
you are the rate man, you are making the rate, you are 
quoting it; you have been asked for a rate; you are 3 the 
railway operator. 

A. I am the railway operator? 

G@tat Yes. Are you going to tell this operator who 
wants to start the Operation up there that will give 
employment to any number of people in the vicinity, that 
would develop into a healthy industry rapidly, possibly, 
bo Just wait till the Board of Transport Commissioners in 


Ottawa has looked inot these various matters, and that 


sO P haat 


atiahey 


4. eae 


rh oe 


» 


1 =fRU 


wpmhis 


Tv 


* 


RSen = i a) 


hooey ig ad vontqias edt td had. oe 7 7 
Lagos As odd S goth) feos. off Lee paxet gore? amo 6 


eRe a deo kel “SVS ao ered ot) 


; 


* 
et serat ieloadt sed TA) 9 Bee tf on ibe oq Serhz, ‘dye: a raaates 
Tf > oe 
: - 
sae etold oertd ae ow aioe. deeeeie bagaay sat mort Smog. OE. 
; | a 
i added bigs a od, 21 wga ante beta, «paws: ele 4 
iO. «t [ isay Ran rie mata wo ras gil qtonhty, aoeeaae 
. he os a 
. Or a ge 
fit: i mcs if ii Bae te , 4 32 it, Be he = ak oOo) Bh: { acronis, eit 
# ‘ae we € is as Re TS a 
ti bet = ie ya i oBy 
Bb yo nk 20mg bishon itsed 808 Oy oingety 
Pond. , Saws! yee : rife! a> asttg donne daa 
if ye oN 5 3 J 
; tj oiyeoT . F none Pogas, uf 
ag ts . 
“Hd 3 ei eink: ebint caneet ahem wt 
be os a e ee wt 
Ad: Diba tear (2 ee oth nt Sa tupac: ‘wh: 
ml ot) Sale 
Siivte Yes aoe ogee. Ay s08S%. worn gat ‘hnadiell 
3 i Be id Sake ar ; ie ‘ 
yn he Swan Yow ian 2 Of Broke 29 salbasderet 
i & : a os : > aot o ms 
i a oa 
a ye bg bh i: - Tle 
holes bay PUT guG tt ee ate aimee vad. at See es sh 
= an Fie ye , 
Bh =o: oa oa . ; =3 
be RELL rT y oD Behe ae pen pkgs nel hotaorotdh 
Bia x Le ae ak tat 
ERY ala. Reg OR iped Mie kre ‘a ; azanoins 
me ra. Re Re a 
fete Lam Le aye ue. an I gute M i 
2 Pern: a eo en ih 
: ot aretale £5 WON, yin ogtte ont vn 
roy a TOR Bowles pad Syadwoy eae 


me ogee ac 


A & 


Th ee) & 


id: 


fnmodD 245 


S920 


th 
he Ee 


iy 


ivi 


QmaaT 36 B4n0g ote Lfit diem 3% 


St 


mss 


: om t AiG 


v 


re 
< 


= 1€ 
~ 


st SANTOR 70% STA 
neigeneqo oad Ptetea od 


qeag Ts rrescimust var 


Cita anil gone bastook enti | 


yewil irs eatz 


+ 80787990 


nf 


poy 


od ?Mennie 


¥ 
} a 


a! ae 
; : apt - 
y nS ie : 
[an 


= cooy = Mr.J.E.Brown, cr-ex 


is all you can do about aU? 

A. Well, T* shoulda imagine in the course of a very 
short time almost any rate man would soon have a good idea 
of what would be a reasonable and acceptable rate, even 
in the eyes of the Board of Transport Commissioners. 

Q. Oh; yes," I quite agree with you, but you are 
asking this Board; * the Commissioners, to make a recommen- 
dation to Parliament that all that the rate men have in 
the past done by way of compiling rates should be dis- 
carded and this new theory of yours should be put into 
erfect; and” I “am asking you now how you would go about 
giving the quotation on these various items so that the 
people who are to operate the mill may decide whether or 
not in their business judgment it is an operation that is 
worth while? 

A. Well, I presume essentially it is the same thing 
as had already happened. The people who decide to build 
that mill there must have approached the various carriers 
to find out what rates they would charge to move the com- 
modities in and move the commodities OMG, 

Q. You are getting away from the situation. You 
are the carrier; you are the man I am approaching to ask 
for the rates, and I am asking you how you are going to 
Quote the rates to me, using this theory that you have 
Suggested to the Board should be put into force in place 
Of that which has prevailed’ for so many years in railway 
life in Canada? 

fA. Wereys Ten not: Just go0"sure if a know, as your 


rate man, what your problem is, whether you are asking me 
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how I discriminate between various commodities or --- 

Q. My problem is simply this: I go to you; you 
are the rate man and I am the manager, possibly, or I am 
the fellow who gets a telephone call, and Tf Say to you, 

"T have had an inquiry from people who propose to operate 
a new pulpmill at Watson Island, on the west coast of 
Canada, some 500 miles, I think it is, from Vaneouver, and 
they have asked for quotations on those various items -- 
the pulpwood, the Sulphur, the coal, the machinery, and 
the sale of the pulp in New Jersey, and I have been asked 
to give them rates, and quickly," and you are the man who 
has to work it out, and you are going to work it out on 
the cost-of-service theory that you propound; how do you 
proceed? 

A. Well, I presume a rate man et the present time 
probably has some idea of what it costs him to render a 
particular service. 

Q. Yes, but you are going to diseard all that idea, 
and you are putting in 2 new method and a2 new system. 

A. No, I don't think so. 

Q. And yours is the cost of service as against what 
you have termed value of service? 

‘. No, I don't think that is new. I just suggested 
to you that the rate man who makes 2 quotation even now 
must know what his costs are approximately. 

Q. I quite agree with you that he knows now, on 
the basis that now prevails. 

Q. Well, what is the difference? 

A. You are asking that this Board recommend that 


that system be discarded and that the new one be adopted, 
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whereby rates shall be fixed on the basis of ¢ost o” service 
rather than value of service -- page 16 of your brief -- and 
Iam asking you to Suggest to the Commission how you as the 
rate man would act in that case, which is one of a number 
that any railroad of any magnitude has each day in the year. 

A; Well, I really cannot see the difference between 
us, how he might aet under the new arrangement --- 

Q. If you cannot see the difference, then I will 
Just leave it at that. And you say that when you had 
worked it out you would then further have to submit it to 
the Board of Transport Commissioners, on your basis? 

A. Well, that might be an additional factor, yes. 

Q. But before you got there you would have to have 
worked the computation out yourself? 

A. That 18 right. I think probably they do that 
now. 

Qs Now, just one other thing, Mr. Brown. On page 
18 you gave some figures, Mr. Brown, to the Board concem- 
ing the charges or expenditures on highways and revenues 
from motor vehicles. I take it that the only figures 
that you have set out there relate to Provincial Highways 
as such? 

As That is correct, sir. 

Q. And that you have not given any figures or 
Similar information concerning streets in municipalities? 

A. No, I have not, but I think you might very well 
argue that as far as streets are concerned they are 
Properly a charge to the adjoining property owners; that 


is, they get egress. 
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Q. Yes, but on the other hand if some particular 
person in business uses the streets for the purpose of his 
business, should not some assessment be made against him 
concerning that particular use and that much heavier use 
than the neighbours make, and the ordinary citizen? 

A. Well, he probably pays more property taxes to- 
wards maintenance. 

Q. Why make any difference between the highway 
Situation and the street situation? 

A. Well, all I was Suggesting was that in the case 
of main trunk highways I think they are properly a charge 
against the motor vehicle users, and streets and tertiary 
roads and so on are more properly a charge against property 
owners. 

Q. In any went, you have not made any study of 
those figures, and have not any available, for highways 
and streets in cities and towns? 

A. I do not think we can get a very sharp rate on 
that. 

Q. All right, thank you very much. 

EXAMINED BY MR. COVERT 
Q. Mr. Brown, as I understand your Drier, Vou gaia === 
THE CHAIRMAN: Before you start out, Mr. Covert, 
may I just point out: 

Q. You have "Motor Vehicle Licences", and you show 
them to be so much’ 

A. Yes. 

Q. Can you tell us what distinction should be made 
there between the contribution made by the truckers and 


that made by the ordinary owners of cars?’ 
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A. In other words, you would like me to --- 
Q. Can you tell us even approximately~ 
A. No, I am afraid I cannot. I am not even too 


sure --- 
Q. ine resvorMthis is compiled as if ali this a6 
to be borne by truckers? 
By I did not mean to convey that impression, sir. 
Q. FUESays: 


"It is our further belief that these motor 


carriers, ! 222 
ny Did I use motor carriers? 
Q. -- "through the heavy licence fee and by means 


of the gas tax, are paying their proportionate 
“i? share of the cost of construction and maintenance 
of the public highways". 
A. Perhaps I can explain it this way, Mr.Chairman --- 
Qs And then, as you say, "In support of this 
Opinion we submit the following data", and then the data 
includes all motor vehicle licences for 1948, $5,613,699; 
that must include much more than the truckers. 
ae May I explain it this way, Mr. Chairman: I 
tried to suggest first of all that the total revenue 
covers the total cost of the main highways. 
Q. The total revenue? 
A The total revenue for all motor vehicle users. 
Q. Yes‘ 
A Then I go on further to suggest that, since 
the motor carriers operate vehicles which are very, very 


much heavier than the average, and they also pay heavier 


SORE. Be > 
: =" 


“ee Go «wm SRE Risin + bao vadge. AB 
Vistnaixcmaae’ rien ‘tise 1G ned 4 

( sUS Son ieee Fé . toanen a3 Beye! ne = 
F on aoe 

at eing Ger Ae te bok Lgwos at ahaa 46 faer ci beh o 
woo? we 5 

oF | soggt. dads ownee oe Hse toms baba! “ah 
teyee: tf 48 > 


"Las 
; By Me 


L 
anjom vasht twat Felis wets we), At PT" - 
+ F * ¥ 0 € @ ts 
tt eaehe Rael '- 
rhe 7 7 icant ot can © 


eToiwies totod eae TBR) Rae 


4 


; ; , } ‘ ¥ ; 
aac VS bee t oagoll pratt vend aguorte” eae 


nottvagoty 129 sated ap .mbe Bag Bas Fo ; AD ae 


Pey'n 2 i oo aoe 2 @, ts 
eonsieintia ler eo lew tenos To tase eae Ww. eyene iat 
et - 2s Es es ‘ i $ i ‘ e na 


"av niaety te ot idugq ent. Io 
wer iada.sh .gow afd? ¢P etalexa nes. 2 Syeda) cA 
2iNt I> aRoggyE Al” 4¥Se vor eA moda bith. me) 
Luss: meen gapWwolio? of% J iadug aw nolghe 
“. Ahh Begeponl sioidev movom {fs vohul 
sysNoust ode wed? sx om team abutont tang tl 
weme leas .w-gAw e287 Ot phelqxe DB -ysm ove a 
asvet Satoe wea ted ‘Ein payin tesaaue of BS 
syandatd ofee ark 20 SROO fata? otf ate 
Tava vay fatod off «<B 
Sivau wtatuey noton iff to) sunover Isgos eat.» .f£ 
7 At | 2 
Soni , TEM) Seogga OF SaniaUt ne og: t Cae cf 
(roy Wer one datdw sallnkiay etagego Bes ei 
mm a<StvSed og ois you? brs ROTAVS. ang om * , 


7 : _ , iy 


- 2629 - Mr .J.E.Brown 


licence fees, it ig 4 good possibility that they bear 
their full share, proportionate share, of this cost. 
That is the argument I put there, sir. 

THE CHAIRMAN: Well, I suppose that is about 
ag far as you ¢can go. 

All right, Mr. Covert. 

MR. COVERT: Q. Mr. Brown, as I understand it, 
your brief can properly be divided up into the six items 
listed on page 2? 

A. Correct. 

Q. The first point, then, really is the trading 
charac ristics of this region? 

A. That is right. 

Q. And you attempt to establish that there has 
been a market pattern set up, a trading pattern’ 

A. That is right, sir. 

Q. And you say in effect that this has been 
created by geographic necessity? 

A. That is right. 

Q. I would take it also that that is one of the 
things that Mr. Brazier said this morning, that you do 
hot ask any concessions to be made in respect of that 
matter unless there are concessions made to others 

A. That is correct; that is our stand, sir. 

Q. Now, the next one you deal with ig the over-all 
burden of transportation. I would like to ask you if 
this is a fair summary of your brief on that point. You 
Say that because of the long hauls necessary to get to 


your markets and the long hauls necessary to bring into 
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this province the things which the people of this province 
must buy, and because of the rugged terrain and the wide 
dispersion of your natural resources --- 

A. That is correct. 

Q. -- and the centralization of the population in 
a comparatively small area,--- 

A. ves. 

Q. --- that there is a greater burden OF transporta- 
tion costs on the people of this province? 

Be Tee Ls. Pient , 

THE CHAIRMAN: Pardon me; are you reading from 
page 6? 

MR. COVERT: As a matter of fact, what I have 
done is to try to summarize it. 

THE CHAIRMAN: Out of your own notes, yes. 

MR. COVERT: Q. And again I Suggest to you, you 
Say this is another one of these matters which is perhaps 
a combination of economic and geographic disadvantage, 
and again I take it that the province says, “We feel that 
we must suffer from many economic and geographic dis- 
advantages; we have tho right to have the advantage of 
any geographic or economic advantages; these matters 
Should not be taken into consideration n determining rates, 
unless they do it in the other provinces"? 

A. That is correct, sir; that is our stand. We 
ere not pleading the disadvantages unless they are going 
to be considered in other areas. 

Q. Now, tne third point of your brief ig --- 

THE CHAIRMAN: Q. But you do say that your 


Share of the burden is larger than that of others, that 
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you have a heavier burden? 

A. We feel that we have a fairly heavy burden, and 
probably even a larger burden than most other areas, that 
is correct, and if you are going to consider thoge factors, 
then we should be --- 

Qi You say: 

“thus it seems very evident that geography and to 

some extent topography causes the burden of trans- 

portation costs to FEBG, if NOt moe heavily, cer- 
tainly as heavy, upon this region as upon any other 
area or Gandda, " 

A. That is our position, sir, yes. 

MR. COVERT: 9. You do not attempt to assess 
the amount of those geographic and economic disadvantages 
in this brief; you just Say that they are there, and if 
consideration is given to them in the case of other 
provinces, well, we have some too. 

A. That is right, sir. 

Q. Then your third point, I take it, is ,you are 
dealing with the distribution of transportation between 
agencies 

A. That is right. 

Q. And at the bottom of page 7 of your brief you 
State; 

"Weter transportation largely complements rail 
and road rather than supplementing them as in 
central Canada." 

Ae I am suggesting, sir, that it might be more 


economical to carry certain types of commodity by water 
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than by rail, but if you have not that alternative method 
you might necessarily Corry Ab 1Dy epat id 

Q. Now, you heard the evidence this morning on 
the question of competition from trucks; men from the 
Public Utilities Commission explained how trucks are 
regulated here: 

A. Yes. 

Q. Now, is it a fair question to ask whether under 
these circumstances there could be any complaint by 
British Columbia because of regulating truck competition 
here and perhaps preventing the lowering of the rates? 

A. Well, I suppose we have an unhappy choice there, 
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Q What you say in effect is, "we in British Columbia 
favour regulation because in the long run it is for the 
benefit of the people as a whole"? 

A That is essentially our position. 

Q Mid-it you do thet, if you adopt that view, do you 
feel that the province of British Columbia has the right 
to complain if rates are forced down in another province 
because of competition which they allow to run rampant? 

A Well, as I say, we are faced with an unhappy 
choice. 


Q Perhaps you are Suggesting to the Commission that 


this shows that trucks should be regulated in all provin- 


ces? 
A I think probably that might be -- 
MR. FRAWLEY: Or none, 
MR. COVERT: Q. Yes, or none. You could not say 
none? 
A No. 


Q On page 8 you say: 

"Railways have a monopoly on much of the trans- 
portation in Canada except at certain points and in 
certain areas," 

Are you saying that they have a monopoly in British Colum- 
bia and do not have a monopoly in the central provinces? 

A Oh; no. 1 think that monopoly situations and com- 
petitive situations can be found scattered throughout, but 
Probably in certain sections of Canada one is more preval- 
€nt than the other, if I may put it that way. 

Q I want to come ‘back to that later. While we 


are dealing with the competitive situation, has the 
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province collected any data or information on the competi - 
tion that Shipping provides to the railways from the West 
Coast ports? 

A You mean intercoastal? 

@ No, I was not thinking of intercoastal, but it 
would seem to me there would perhaps be competition from 
Shipping travelling from Vancouver via the Panama Canal 
to eastern Canada, or perhaps right directly to England, 
Have they collected any data? 

A That again is intercoastal first of G11; 

Q I was not thinking of intercoastal at all. When 
you said "intercoastal" I think you meant -- 

A "Intra", During the war period of course there 
was none, and anything prior to that has now become some - 
what a matter of history. I think perhaps we might be able 
to get some information if you really Gésire it. 

Q It seemed to me on one page of your brief, if I 
Gan find it== 6h page 5 in the first paragraph you say: 

"In the’ ease of oééan going shipping however, 

we can conclude that the total amount, both incoming 

and outgoing, amounted to approximately 7,000,000 

tons," 

A I probably should have said that that comes from what 
I think is called the shipping report of the Dominion 
Bureau of Statistics, 

Q Is that not for the year 1947? 

A That is correct. That is not intercoastal., That 
is foreign, to and from foreign. 

Q If some of that was going via the Panama Canal -- 


A I imagine quite a bit of it would be. 
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Q If it had not been for competition you know that 
those goods might otherwise have gone by the railways 
across the continent? 

A I suppose that would be true. 

Has the province looked into that? 
To break that down? 

Has the province broken it down? 
Where it might have gone by rail? 
Yes. 


No, we have not. 


C2 PSO SPs Tale ar Ae as 


Would it not be easily possible? Coulda you not 
find out from your port shipping register here? | 

A The steamship report gives the destination of most 
of these commodities. TI do not know that we could always 
determine what route might have been taken, 

Q I would think that information might be interesting 
to the Commission. 

MR. BRAZIER: One difficulty is that we have no 
way of knowing whether, if the goods had to be shipped by 
rail to the Atlantic coast and then trans-shipped to 
England or some European port, that the goods would have 
been actually shipped to those ports of the world if that 
had been the situation. The cost of shipping by rail to 
the east coast and then by water to Europe may have 
Closed that market to the British Columbia industry. 

COMMISSIONER ANGUS: Has any traffic proceeded on 
transcontinental rates from Vancouver to Montreal, and 
then by ocean from Montreal to Liverpool competitively with 
the all-water route? Are the transcontinental rates 


needed for that type of competition? 
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MR. BRAZIER: The only one I have any knowledge of 
is in the shipment of eggs, but I think that is probably an 
unfortunate example because it was a contract made with 
the British Ministry of Food. I think the €ges were 
Shipped to Montreal at their request so that they could 
put them on British Ships. There were one or two shipments 
of eggs that went from the port of New Westminster. That 
is the only example I know of of that happening, During 
War-time, of course, by direction of the Ministry all 
Shipped eggs went across the country, | 

MR. COVERT: Q. I was coming to that. It would 
seem to me that you should be able to collect some data, 
It might be there were ships that left here and went to 
Halifax or to Montreal, and vice versa, perhaps coming 
from England to Montreal and then around through the pan- 
ama Canal to Vancouver. Do you know if the province has 
investigated that? 

A We have not investigated it as Such, and I am not 
too sure whether we could -- 

Q Whether you could get any useful information? 

A Whether we could trace the movements in that 
detail, 

Q The fourth main heading of your brief is "Present 
methods of Pricing :rail transportation." It seems to me 
that in effect what you are saying is simply this, andar 
want you to correct me if I am wrong. You say that the 
Present method used is value of service rather than cost 
of service? 

A I weuld say primarily’ 

Q Yes, Primarily. In your brief you present the 


Views of Jackman, Clark and Healy, professors all, and 
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come to the conclusion that there is only a relatively 
small fixed expense in over-all expenses, and that costs 
generally are made to vary closely with the volume of 
traffic handled? 

A That is right. 
Except where light densities are involved? 
That was Professor Healy's stand. 


Do you agree with that? 


ie eb te 


I am not in any position to disagree or agree, as 
the case may be, with that statement, 

Q I take it that you also agree with Professor 
Healy's viewpoint that this is so? 

A Yes. I mean the results of this little statistic- 
al study on the experience of the Canadian railways -- 

Q Of American railways, his-wise? 

A Yes. 

Q I will come to yours. You are not prepared to 
agree or disagree with his percentages? 

A No, I am not in any position to agree or disagree. 

Q On the percentages that are set out? 

A That is right, 

Q And I understand you are not prepared to even give 
an opinion on what the percentages would be on Canadian 
roads? 

A That is correct. 

Q You have not even had an opportunity to give it 
the necessary study to arrive at any such percentages? 

A From the little bit we have here it is practically 
impossible to locate any of the strictly operating costs 


Which appear to be constant within the limits of the 
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traffic, or the level of traffic over this period of years. 

Q Now, if it were demonstrated to you that these 
fixed items were of a much greater percentage than Pro- 
fessor Healy suggests, that is, if it were demonstrated 
that management could not control those as he suggests 
they can be controlled as related to the volume of traffic, 
then would the theory of the cost of service have to go 
by the board? 

A It would certainly be very much damaged. 

Q Now it is true also, as I understand iG that 
Professor Healy's theory only applies when there is a 
heavy density. As a matter of fact, he uses the first 
class American lines and he specifically says it would 
not apply to these of light density. I understand that 
you have not made a study of comparative densities of 
the two railway systems, or the American system and the 
Canadian? 

A Again in answer to your statement all I have is 
the statistical results as applied to these two railways 
here. 

Q I want to deal with those later. You depend on 
those two studies? 

A I am unfortunately limited to that. 

MR. O'DO NELL: The studies in the brief? 
Bye PCOVERT PncThatots BY2NTi. 

Q Now, you would not be prepawed to say that the 
density that Professoe Healy talks afbout has or has tel 
been achieved, or that the Canadian raailways have reached 
the maturity that he suggests is neces sary? 


A No, except that once again sinese you cannot 
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find any element of constant costs -- 

Q I see, As I say, I will come to that, but I am 
glad you put that exception on the record. think 1 13s 
clear from your brief that you are not entirely satisfied 
with the use of locomotive miles to show the relationship 
that has existed between deflated operating costs and total 
locomotive miles. You do not think that is a good test of 
the theory? 

A Well, there might be better units of measure of 
input of work probably. 

a Q I think you yourself Suggested a better test, and 
that would be the basis of gross ton miles? 

A Apparently gross ton miles is the one that rail- 
road engineers tend to use, and probably it would have been 
a better one if it had been available. I doubt very much 
whether it would make any very serious difference in the 
results, 

Q Are those figures now available to you, gross ton 
miles? Do you think they can be made available to you? 

A Possibly they can be made available to me. I have 
not got them, 

Q I will put it to you this way, that if they were 
made available to you and you used them in the same way you 
have done here with the locomotive miles, and if you got a 
different result, would you then say that this theory of 
cost of service would have to be abandoned? 

A I guess it would depend somewhat on the precise 
nature of the result. 

Q How good or how bad the results were. 


A Presumably it might show up the constant element - 
I don't know - or you might have a different type of curve 


) fit. I cannot tell. 
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Q. Now, on Page 16 of your brief, when you put 
in the second Paragraph: ".iiisthe Province of British 
Columbia advocates the application of the principle of 
pricing all forms cf transportation...,." I was wondering 
Just what you meant there, Do you mean the railway, 
Perhaps? 

A; Theat.is correct, 

Q. And Shipping? 

Ae That is correct, 

THE CHAIRMAN: Railway, truck op Shipping, 
MR. COVERT: Q, "All forms of transportation 9 

By wbviic unfair to discriminate among the 
agencies, 

Q. In ether words, they Sheuld all be on the cest 
basis? 

A. That woulda be essential, yes, 

@- And as a result Of this, are you, in effect, 
Saying: That if yeu had this, that probably each ene 
would be setting into, or would be handling the traffic 
Which it Should be handling? 

A. That is the hope, 

Q.- Would it, perhaps, follew from that, that 
eventually would you be having the Board of Transport 
Commissieners handle all of these things? 

A. I am afraid that is a question I would not be 
in a position to answer, 

Q. If different Boards were handling the different 
transportation agencies, there would have to be pretty 
Close harmony between them? 


A. That would follow, 
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Q@. And between one Or addy eventually, there would 
have to be a Sort of economic planning board, if we carried 
out your theory? 

A. I did not visualize that it would go quite that 
far, 

Q. The reason T Suggest that is because I find on 
page 17, the second Pe paragraph: 

veeeeeIn certain instances productive resources 

have been organized in particular localities 

largely on the Strength of Specific freight rate 

differentials to their markets, There weuld seem 

to be little gain to the country,..," 

You mean there the country as a whole? 

A. dnat is right, 

Or) weet these Productive units were rendered 
more or less useless by a rigid adherence to some new 
principle of rate making", And that new brincipley 7 
take it, is your principle? 

A. Yes. I am thinking of the transition peried, 

Q. Yes, in other words, somebody is going to have to 
decide whether 4 rate is going to affect One of these 
industries in a particular locality? 

A, That is right. At the present time, the Board of 
Transport Commissioners have to decide whether there is 
injurious discrimination, after the fact, rather than 
before, probably, 

Q@. Yes. And I take it, and it seems to me that 
Eventually you Say the rate may affect industry, and it 


may have to go out of one place and to be put in anether? 
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A, I would not say that it had te go into ancther 
place. This situation would not arise. So we Say, unless 
there were two or three competing areas, What I am Suggesting 
is: That if you change the rate Suddenly, you immediately 
put one of the competing areas out of business, It might 
be, I ao hot Say it necessarily follows; but it might be 
that a change in the rate would cause one of the competing 
agencies to immediately disappear, 

Q. Take area A and area B which are engaged in the 
Same business, and they have perhaps, the same markets3 
and there is a rate now which helps area A. You Say you 
would net change shat; but would you just do it step by 
Step over a period of years? 

A, Definitely, 

Q. Perhaps area A is going to have to gorout cof 
business over a period of years? 

A. They might do it anyway. There are many shifts 

in areas, Sume areas increase while others decline, 

Q. You say that the B.T.c, would have to decide how 
many years and in what places they were going to take that 
rate dewn. Is that right? 

A. I had it in mind, for example, that they might 
decide to change the standard mileage rates, and they 
would advertise that those rates were going to be adjusted. 
Possibly some Shippers might appear before them and say 
that if they were changed, they would be affected seriougly 
by that change. They would have te show that they would 
be seriously affected. 

Q. And if they could show that, then you would say 
that the B.T.C. should be able to decide whether: This is 
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not for the good of the country as a whole, Is that right? 

A. Yes. They would have to decide, from the facts 
before them, whether they thought that. 

Q@. And if it were shown that the rate under which 
they were presently operating was a Joss rate, on the basis 
of cost of service principle, then that loss rate would 
have to be contingent, and perhaps gradually modifiéd, 

Step by step, until it was either paying the rate, or 
the business ceased to operate under it. Isn't that 
correct? 

A. Essentially, 

@. Yow eay the B.T.c, should decide matters of that 
kind? 

Ae tats probably, just taking it one step further 
from what they now have to decide... They now have to 
decide whether it is injuriously discriminatory, 

Q. When you begin to apply this principle of 12 He da a 
ratec on the cost of Service, I suggest to you that you 
perhaps might run into rather serious difficulties, and 
I give you the old example, of course, of the carrying of 
a carload of Silk and a carload uf sand for the same 
distance between the same two places, Do you carry your 
feat of-sérvice principle to the extent that *f it cost 
the same to Carry the carload of silk as it dic the car- 
load of sand, that they should both bear the same rate? 
Perhaps I should net say silk and Sand, but rather, two 
commedities that cost the same to handle and to carry, 
but one is of tremendous value while the other is of very 
low value. Should the rate on them be the same? 


A. I think, generally, it is found that where you have 
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a high value of goods - 

Q@. It does cost a great deal more to handle them? 

A. Yes, because there has to be extra care in 
handling those goods, and they are usually bulkier, and 
with low value, and bulky commodities, they actually can be 
moved at very very cheap rates. I think the Pennsylvania 
Railway carries practially nothing but coal. 

MR. EVANS: Oh, no! 

THE WITNESS: Which one is it then? 

MR. BRAZIER: The Norfolk, 

THE WITNESS: The Norfolk; and I understand that 
it is ene of the most profitable railroads in the United 
States, yet the bulk of its Craliie 1s just coal, which 
goes at an extremely low rate. 

MR. COVERT: Q. There must be articles which must 
be just as e€esy to handle and no more expensive; but 
coal is an article which has a very low value; and if you 
apply the Leta y Rie principle, you may run into this 
difficulty; that the one with the very low value just won't 
be carried, if you apply that rule? 

A, All I have is really circumstantial evidence 
that I have been able to glean. But Iwill admit there 
might be that possibility. 

Q. And if there was that possibility, then in order 
to get that traffic, would you make an exception to the 
Principle and put in a rate which would carry that article? 

THE CHAIRMAN: Which article? 

MR. COVERT: Q. The cheap one? 

A. No, I do not think so. 
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THE CHAIRMAN: Even if the more valuable 
article cests more to take care Of, 1h AS St11E cost. 1G 
may be a higher cost. I see the example given by Mr, 
Brown; and if some articles require more care, that is 
only cost also. That is not value of service, that is 
cost. It may be a higher cost, in the case of one article, 
but the principle would be the Same. It is cost and not 
Value, 

MR. COVERT: Q. As I understand it, you really 
carry this att a eee principle to the extreme limit? 
A. Yes, I suppose that gets pretty close t ae 

but I co not like the word" extreme". 
Q. Well, take it to the other conclusion; it is a 
logical conclusion? 
A. Really it is a logical conclusion. 
Q@.- Would it be fair to Say also, that the main 
point of your brief is that this is the ultimate ideal? 
A. That is correct. 
Q. And that it may take a leng time to put it 
into effect? 
A. That is correct. 
Q. And if it did result in the B.T7.C, becaming an 
economic planning board, you weuld say that that is still 


O,K? 
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A. I don't know if I would be too happy. dons 
know that it is necessary that it becomes that entirely. 
I mean, I think if you are Suggesting a planning board you 
are suggesting that because I find it unprofitable to 
be in location A, therefore I must go to location B. AE 
am not suggesting that at all. I am suggesting that 
whereas now you go before the Board if you are suffering 
from injur‘ ous discrimination, you would then go before 
the Board and say that this proposed change is going to 
put me out of business, and if T happen to be a marginal 
producer in a location I am afraid you would say, "Well, 
we are rather sorry," but if it was obviously going to 
affect the majority of the producers in that location, 
then you would give that due weight. 

COMMISSIONER ANGUS:9.On what principle? 
Wouldn't it be the strong competitor who would go before 
the Board and say, ‘This is injurious discrimination, 
because you are giving the rate upon no possible service 
to a weak competitor, cutting into me in that wey": 

A. Well, I think that the problem is a matter of 
Shall we say transition, Mr. Commissioner; you are pricing 
it one way now and you Prepese to price 20. Somer orner 
way at some subsequent date, and you have got to get 
from this position to that without causing too much 
disturbance, and I think, as I understand it, that seems 
to be the big problem at the moment. I don't know 
whether that has answered your question, sir. 

MR. COVERT: 9. There is one other point I 
want to deal with. To come back to page 8 of the brief, 


again dealing with the question of monopoly, you 
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Suggest that the railways have a monopoly in transportation, 
with certain exceptions, and that they are thus able to 
break up their markets into sections and-to charge dif- 
ferent rates in these different sections for essentially 
the same service? 

A. MeSe that, is the statement. 

THE CHAIRMAN: Then you go into the consequences. 
MR. COVERT: Q. It was Suggested in a brief 

submitted in Edmonton, I think, by Gainers Limited that 
there were low rates established on livestock to central 
Canada, with the result that this encouraged the building 
up of the meat packing industry in the central provinces 
rather than in Alberta, where I think Gainers Limited 
Suggested they should be, and they went on to say, I, think, 
in that brief that there was not a proper relationship 
between the rate on livestock and the rate on meat, as. I 
say, with the result of preventing the building Wipe Of ie 
secondary industry in Alberta. Now, I wondered if you 
had something like this in mina here, that by virtue of 
this monopoly Chey Were forcing .-- = 

A. Well, I presume it does probably lead to some 
distortion, doesn't it? DGL1S. DLS tOrLGe] sathe railway is 

picked out here because it happens to be the only 
transportation agency at the present time which has 
Such wide ramifications, I presume. What I had in mind, 
I think, were just the different levels in the standard 
Mileage rates. 

<a I was wondering if what you were driving at 
there was that this tended to build up industries in the 


areas where there is competition, or if you were going 
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perhaps further and Saying that the railways fix their 
rates to encourage long hauls, and that they can do this 
by virtue of their monopoly? 

A. Well, as a matter of fact, by virtue of their 
monopoly they can -- [ presume we could say they have 
considerable leeway in pricing, haven't they: 

Q. Well, I was just wondering what you meant, 
whether there was anything inherent in this: 

"They are able to break up their market into 

sections and to charge different Paces 1. 

these different sections for essentially the 

Same service. AS a consequence of this practice 

those areas which enjoy conditions of competition 

usually obtain much lower freight rates than do 

those areas which are not go favourably placed", 
and this all seemed to fall in that part of your brief 
Sealing withthe, =. 

A. The method of pricing: 

Q. Yes, present methods of Dricime: 

A. Well, I do not think perhaps it is necessary to 
read --- 

THE CHAIRMAN: Q.Isn't that part of the brief 
rather dealing with the other agencies and the lack of 
competition, the distribution of transportation between 
agencies? 

A. No, I think --- 

Q. Well, you have dealt with that just before, and 
you say there is no competition, therefore you say the 
railways have a monopoly, and you say as a consequence 


of this practice those areas which enjoy conditions of 
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competition usually obtain |! much lower freight rates than do 
those areas which are not so favourably placed. When I 

read that I thought you meant that the areas in eastern 
Canada which have the competition about which we have heard 
S0 much enjoy lower freight rates than you do in British 
Columbia because you have not got the competition. 

Me That is essentially what I had in mind; sir, 

I was referring particularly to the Standard class rates, 
Standard mileage class rates. 

Q. You have the competition in some areas, as we 
heard this morning? 

A. Yes, that is PLZNty , I think in answer to one 
of the questions --- 

Q. What I have not heard yet is whether that c¢om- 
petition that you have to the extent that you have it hag 
had the effect of lowering freight rates? 

A. I think the answer would be yes. 

Q. From here to Hope and up to Prince George, is tt, 
the Okanagan Valley? 

A. I could not speak as to that. 

Q. There you have competition; are the rates so 
framed by your Utilities Board as to bring about a com- 
petition? 

MR. BRAZIER: The railways have certain motor 
truck competitive rates in this province. There’ is’ one 
between Vancouver and the Okanagan. 

THE CHAIRMAN: That is where they compete with 
trucks? | 

MR. BRAZIER: Yes, and they have lowered their 


rail rates to meet the trucking competition. 
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THE CHAIRMAN: TI see; all right. 
MR. COVERT: That is all, thank you. 


(The witness retired). 


MR. COVERT: Before adjournment, Mr. Chairman, 
it seemed to me that this was an opportune time to bring 
up --- 

MR. BRAZIER: Just before Mr. Covert starts on 
the other subject matter, I have now, Mr. Chairman and 
gentlemen, details of Exhibit 27 which we arranged to 
file yesterday, of the goods recently shipped from 
Montreal to Vancouver through the Panama Canal, and I 
would jist like to Say a word or two about the exhibit. 
We have shown on the exhibit the vavious commodities 


that were shipped, with the quantity that was in each 


Shipment. We have shown the ocean rate, and we have 
Shown the lowest rail rate. Now, for an example, one 
of the groups of goods on it was beans in tins. The 


Shipment consisted of 18,500 pounds, and the rate charged 
was 75¢. The rail rate we have shownas $1.33, which is 
actually the rail rate on a Shipment with a minimum 

carload of 60,000 pounds. The rail rate would have 

been substantially higher than the $1.33 had they just 
Shipped the 18,500 pounds; but there are other canned 

G00ds in it, and we have no way of knowing whether they 
come from one consignee and might have been Shipped in 

One railway car if they had gone that way. We have 

also shown at the bottom of the first sheet the approximate 
additional charges which the shipper must pay when shipping 


by ocean freight, such us the Montreal wharfage, marine 
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insurance, Vancouver terminal charges and the trucking 
charges, amounting to 24 3/4 cents per 100 pounds, so in 
order to get a proper comparison of the ocean and rail rate, 
that 24 3/4 cents should be added on to the ocean rate to 

get the shipper's total cost. On the second page we have 

set down the items which were shipped in such Quantities 

that they would only be covered by the standard mileage tariff 
of less than carload lots, and that is why the division is 
made between the two. 

COMMISSIONER INNIS: If the shipper is not in 
Montreal, does this include the cost of Shipping to 
Montreal? 

MR. BRAZIER: We have not pUuG iA anything about 
that, Mr. Commissioner, because in Some cases there wag 
an absorption paid by the shipping company, but it does 
not seem to have been paid in each case, so we take this 
Straight from Montreal. 

MR. FRAWLEY: Isn't it quite clear that they 
are all as if the goods originated,as they in fact cle 
at Montreal? If I had some canned goods at Hamilton 
I certainly could not get them to Vancouver for 15¢. 

MR. BRAZIER: Oh, yes, in some cases they 
absorbed the rail haul from Hamilton to Montreal before 
they were shipped. 

MR. FRAWLEY: Just so the Commission will be 
Clear about it, I have express information which I obtained 
-- and which of course I shall have to put on the record 
before the Commission will pay any attention to it -- that 
there is a rate of about 43¢ to get canned goods from 


Hamilton to Montreal to be trans-shipped in this new 
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Montreal-Vancouver service. 

THE CHAIRMAN: Very well, Mr. Covert. 

MR. COVERT: What I wanted to discuss, Mr. 
Chairman and members of the Commission, is the question 
of dates for the filing of the final brief by the 
provinces and the railways. This matter has been dis- 
cussed once at least formally and several times informally, 
and it was decided that August 6 would be the date on which 
the provinces should submit their briefs. 

THE CHAIRMAN: Discussing now the dates of the 
filing of final briefs by the provinces and by the railways? 

MR. COVERT: And by the railways. The provinces 
Suggested that they were aot too happy about August 6 -- some 
of the provinces, I think perhaps Mr. Frawley in particular 
-- and then last evening we had an opportunity to discuss 
this matter with railway counsel. The suggested date 
for the filing of their briefs has been September 6, and 
they intimated to us that this was a practical impossibility 
Pao not think I am putting it too strongly when I say 
that -- and they wanted to be heard as to an extension of 
time. It occurred to me that this was as good a time 
as any to have the matter discussed, while we are here. 

THE CHAIRMAN: Now, what was the date fixed for 
the filing of the provincial briefs? 

MR. COVERT: August 6th; that was the last time; 
meter tO that it had been --- 

THE CHAIRMAN: What had the provinces to say 
about that? 

MR. FRAWLEY: Well, my lord, I have considerable 


to say. I thought, and I think now, and I make this 
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respectful suggestion to the Commissioners, that a matter 
of this kind might perhaps more usefully be discussed on 
a slightly more colloquial basis than making it part of 
the record. Not that there igs anything that I have to 
Say that I do not want on the record; but <-- 

THE CHAIRMAN: Without being made a part of the 
record? 

MR. FRAWLEY: Without being put into the record; 
Just to have an informal discussion. 

THE CHAIRMAN: I think that the stage at which 
we have arrived now means that the question is of very 
great importance, because we have to decide right now. 

MR. FRAWLEY: Very good. 

THE CHAIRMAN: We have to decide right now what 
dates are to be set definitely. If there is any reason 
why the tentative date we Bave you is not late enough, 
we would like to hear that. 

MR. FRAWLEY: Then would your lordship like to 
hear me now, before the railways’? 

THE CHAIRMAN: Yes. 

MR, FRAWLEY: TI thought, my lord, I would have 
been called upon some time ago,because I was notified this 
morning that this matter would be spoken to, and TI thought , 
as the agenda was going, we would have finished perhaps 
earlier this afternoon, but I do now want to discuss Lt 
quite thoroughly. 

I agree with what Mr. Covert said, that perhaps 
the time has been reached now that we should be all to- 
gether, both the railways and the provinces, to have this 


matter settled. We have had nothing, of course, I may 
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Say, but courtesy and consideration from counsel and from 
the secretaries of the Commission, but in each case it was 
Boro Of . 4S 7, might say, ex parte, we were alone, and then 
later the railways were alone. Now each of us has been 
given what I take to be a more or less considered view 
of the Commission as to what the deadline Should be, and 
we have ob jectiors to that, and so I have some repre - 
sentations to make to the Commission. 
Piva b eawant fo Say that my friend Mr. Shepard 
and my friend Mr. MacPherson had to leave at noon, on 
the noon plane, to go back to Winnipeg, but they left me 
not only their verbal instructions, but each of them 
wrote something out so that I could put it on the record 
NOW se cht Ls always best to Speak for oneself, 
and that is why I now want to Speak for the Province of 
Alberta. I want to come right to the point, but I do 
think I should preface my remarks by saying that I would 
not want the Commission to think anything other than that 
the Province of Alberta is anxious that this matter should 
be disposed of expeditiously. We regard this as perhaps 
the most important thing that has happened in the economy 
of Alberta since it was established in 1905, and we 
certainly are not willingly parties to any undue delay. 
We are pleased that the Commission was set up, we asked 
for it, and we certainly want to do everything we can to 


help the Commission and to co-operate with the Commission. 


(Page 2665 follows) 
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We have undertaken a large responsibility in Alberta, I 

am sure that the other provinces have also, but if you will 
look at the outline brief, Mr, Chairman, you will find that, 
whether I do the Job well or badly, I have quite a large 
undertaking ahead of me. 

Two of the matters in my outline brief have now 
Peenyput on the record, the general statement of Alberta'ta 
transportation problem which was put on the record by 
Premier Manning, and a Submission with respect to transpor- 
tation and resource use which was dealt with by Professor 
Stewart. There remain five submissions. I have five 
Separate and distinct Submissions to make to the Commission, 
That is why I do not regard what I am now being asked to 
Submit on the 6th of August as briefs. I do not regard 
them as briefs, I presume that I am now asked to give to 
the Commission on the 6th of August the evidence which I 
will lead in Ottawa in the witness box by one, two, three 
or four witnesses, 

The remaining Submissions, to which I have to 
direct myself, are No. 3, rate making principles and the 
rate Structure, which will be a very comprehensive submis- 
Sion dealing with all of the anomalies and irregularities 
as Alberta sees them with explanations of them, arguments 
concerning them, and submissions with respect to their 
removal or their amelioration. 

No. 4 is a very comprehensive brief dealing with 
What is perhaps our principal grievance, and that is the 
Violation of the long and short haul rule. That is some- 
thing which has been under way by different people for 


Some time. The preparation of it has been under way for 
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Some time, and it is still far from being complete. 

No. 5 is a submission with respect to indus trial 
location in Alberta ana the present rate Structure. That 
will have to do with such matters as have Just been touched 
on in Edmonton by the Gainer Company when they talked about 
the lack of proper relationship between meat livestock 
rates. 

NO coal (ho ol SG 6 very comprehensive piece of evid- 
ence with respect to the legislation, the Statute, and the 
amendments which we think Should be made, and the regulation 
by the Board of Transport Commissioners. You will See, Mr, 
Chairman, that is a very comprehensive submission. We 
Will have to range through the functions in the Railway Act 
which will give effect to what we think is the new structure 
which, in our Submission, will emerge from the work of the 
Commission. 

No. 8 is of a more general character. It is a 
Submission dealing with national transportation policy. 

It is Something which will require some time to prepare. 

Returning to No. 6, I did not say anything about 
that because frankly I think I am in no position, either 
by the 6th of August or the 6th of September, to write 
anything on the financial and statistical aspects of the 
Canadian Railway problem, because there are Studies which 
are to be made by the Commission. I am satisfied that the 
Commission will not wish me to duplicate work that it has 
done, and therefore I am afraid that with respect to that 
there can be little more, in either August or September, 
than a submission that would depend upon the knowledge 


that we have, and the access that we have, to the studies 
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which the Commission is making. Finally if we are not to 
have access to those Studies, or it is not DracuLeds = iT 
do not mean that we would be refused; “but £t is nore 
practical thing for us to await the completion of those 
Studies, then we will have to engage our own chartered 
accountants, our own experts to make a@ submission with 
regard to the capital structure of the Canadian National 
accounts, and statistical methods and practices of the 
railways, and the degree of co-operation to be achieved by 
reason of the Canadian National -Canadian Paciire note 

In a brief word that is the undertaking to which 
I have set my hand for the purpose of this Commission, 
What is the situation in which I find myself with regard 
to carrying out that undertaking? AS you may know, Mr, 
Chairman, I am the only counsel retained by the province 
of Alberta in this matter, Iwas the only counsel retained 
in connection with the rate increase cases. That is just 
afact. Therefore I have been away from Edmonton, away 
from these young economists who have been working on 
these matters for some time. I think I have only seen 
them for a matter of days since I went away at the 
beginning of the year - and I could go back further than 
that - to represent Alberta in the rate cases. 

I was instructed to act on the regional hearings, 
and I believe the last date ig Charlottetown on the 27th 
of July. They will not be completed until then. Then 
I understand - and I am not very definite about this - 
that there will be some sittings in central Canada 
following that. That matter may not be decided yet, but 


if there should be any sittings in central Canada following 


by? fae ote ow i aaa A 
eae Tre ee sada” oia sh oF 
* gcd gn ge’ sd meaantie od pion! ee . 
aeuny hens ee wit Eawe od an OOF savas? 
vias peas io agagie- od oy “‘cbiw awd? 64 


op sted gh: 


i Pag" peberibere 2° ota ‘oy “adgogks ol ard ate 
yckO OW me RES’ sett ta otis LAY Sas eae? oa 
aie te “Sead: Yeah eid spans sik is ietisiad sia, 


oy met ee ata Wa 
i) & Pigy RES Sq x7 ms hedhodia 1 ‘wos ae ae ; oe . 


gph? old Bone qe nee teh ii lpia ‘eay sai Os 


Una wee Prices une See AAs aa ae : 
reer a ad Po omy Sear ‘ ia ar - : 
OS tae au” Sneek wi ee et } srow' dated a: nt 


hee ek pres i: gap ROg? ott vo? bred eat 138 Svat 


& 


& ested nl aa * : 3 Le ia ii Ren sy . : ne 5 ihe 
nepiyoy alle ee bisa: h ‘POL al adidas ia odd ats 


A Wal ie a> aie pignepta dy bb ap Fae” Stig are a. 


7 c 
see To 


% SS te see v8" | 6 sntayey * rian” ¥ Pee ‘ort me I ci 


BMS Bil es BR ee ei ees p 
haiéis 134 x {= Riis Y Wot one saw x ag tithe etal at sehoaeas 


feck a FL ES ieee wane eet ode dy oti ao te bepinas a: 


yu nA Cae é gor? Cees: neod$ oval! Ty! sibteiodt she 
ase vk ie Ae je ays ert Hy ioiahode omni eae’ 
mand? vd" pel taba t! osniks’ oma! 40% reson 
aay RE GREW Fo ooliee Gat Go? te Hen ere i 

emer t si fi 2 oe bidte 7 “ . aay off TW! BittA 7 i 
dgizg PAS GY ob ofthat Gael oP = ae 
‘eanbesee reais i's <an: ay an’ tse ag befoihitdrit ‘ew. bg | 
arid ane ‘he anddegvoiaut et eeet tat oad ovat ise 
sewn .dout Prddlf Biedawer ae! wok CEAF vert” ae 
setae ¥ ‘sett Fy tow Gi OF Fate = Siti a 
eis ie J £onFess ae egress te scielt ae Eriw ¢ sey 

iid set nebtsen a6 ton dan’ tedtam’ a ae ute | 


eekSt toy noane } sSadbas att agiade vas ad ative 


-2668- Mr. Frawley 


Charlottetown then I can see that it will be SOrLy 
August before I am free of regional hearings. 

The work is not waiting until I have returned from 
the regional hearings, but I am responsible for the work, 
and nothing is to be presented to the Commission UHtLIO » 
have reviewed it and am Satisfied with it. That is the 
Situation. Therefore I put it to you very seriously, Mr. 
Chairman, that it will not be possible for the work to be 
completed by the 6th of August, regardless of a further 
factor which I am now going to put before the Commission, 
This is a personal matter, but I think that it is something 
that will affect all counsel because I have heard some 
counsel speak of it already. 

One must have some relaxation from work of this 
kind, and I am hoping to take that relaxation Some time in 
the month of August when the regional hearings are com- 
pleted. If I aw to’ be absent from that work at all it will 
be late in August before I return. It will be at least 
the middle of August at the very best. Then I will have 
to review the Submissions, review the evidence, see the 
people who are going to present them and then be prepared 
to file. 

In a brief word that is the situation which is 
facing the province of Alberta. ‘her2fore I put it to you 
that the 6th of August is too early to complete this work, 
I have a suggestion to make which I will make before I 
Proceed to put on the record what my friends, Mr. Shepard 
and Mr. MacPherson left with me. In view of everything I 
have said and the need for careful revision of what will 


be prepared for me by the economists and others who are 
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engaged on the work for ‘(lberta, I Suggest that the date of 
the 6th of August be moved to Monday, the 12th day of 
September. That will be the first full week in September 
following the Labour Day holiday. 

I should like to read what Mr, Shepard left with 
me before he went away at noon. He says: “To owish to 
associate myself with the remarks made by my friend, Mr, 
Frawley, in Speaking of the matter of the date by which 
provincial submissions should be filed with the Commission, 
I should like first to record an obvious fact, namedy, that 
the government of Manitoba is Sincerely desirous of assist- 
ing the Commission. When counsel for the three Prairie 
Provinces discussed this matter with Commission counsel 
and the secretaries in Winnipeg we did so in the hope 
that an extension of time beyond July 15 could be granted 
So that complete submissions could be prepared, Later 
when at a Subsequent meeting in Regina we were informed 
that the time had been extended to August 6 the Manitoba 
government instructed me that every effort would be made 
to meet this deadline, but that September 1 was the earliest 
date by which the Manitoba submission could be adequately 
prepared, I was also instructed that any submission 
filed by ugust 6 might require considerable elaboration 
at the Ottawa hearings, and that this might also be the 
case, but to a lesser degree, even if the date should be 
advanced, 

While September 1 is still considered by the 
Manitoba government as the earliest feasible date, September 
12 would be more Suitable, as suggested by Mr, Frawley. 


Manitoba has a limited staff available to prepare this 
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Submission, It is the same staff that has been engaged 
Since the appointment of your Commission on the mountain 
differential case, the 20 per cent case, and the preparation 
for the regional hearings at Winnipeg, Apart from counsel 
that staff consists of one economist and one chartered 
accountant. During this present summer the staff has been 
augmented by two men with economic training who became 
available about one month ago. The limited staff, and the 
other transportation matters with which it has had to deal 
Since the beginning of 1949, are the main reasons why 
Manitoba now requires additional time, preferably until 
September 12, 

It is appreciated that this ig not a matter to be 
decided Solely on the convenience of any one group, and 
that the Commission has timing problems as well, From a 
practical point of view we do feel that if Manitoba is to 
carry out its desire to assist the Commission as much ag 
possible,with the limited staff it has available more time 
is necessary for the preparation of the Manitoba submis- 
Sion," 

Mr. MacPherson Junior left me these rough notes, 
The committee - I take it Mr. MacPherson is referring to 
the Saskatchewan freight rates committee - met in Regina 
yesterday and decided that the present tentative date of 
the 6th of August would permit only an incomplete brief 
to be filed. I am instructed to ask the latest possible 
date. He refers to the Shortage of staff. University 
People have become available only recently, and he refers 
to the time which was Spent by these people on previous 


Cases, The 12th of September would permit the filing of 
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a submission which would be of considerably greater assist- 
ance to the Commission than one filed on August 6, Those 
are the notes which my friends, Mr, Shepard and Mr, Mac- 
Pherson left me. 

Therefore, Mr, Chairman, as I Say I am glad that 
the matter te; as it were, in the open with the railways 
here, and Ido ask on all the grounds that I have urged 
that we do not be asked to file these pieces of evidence, 
which is what I preter to" call them,before the 12th of 
September, 

MTHE CHAIRMAN: Mr. Brazier? 

MR. BRAZIER: Mrs Chier Commissioner ana gentle- 
men: as far as the province of British Columbia is con- 
cerned I can say that we will meet the Commission's 
wish as to any date provided it is not earlier than August 
6, which I think is the date that has been tentatively 
Set at the present moment, 

THE CHAIRMAN: That date satisfies you? 

MR. BRAZIER: That will be Satisfactory. 

THE CHAIRMAN: Who is next? 

MR. EVANS: Mr, Chairman and Commissioners: I 
think I should Say that there is no one more anxious than 
the Canadian Pacific to facilitate the early determination 
of the important Questions which this Commission is dealing 
with, But I think too that it is important that important 
questions be dealt with after adequate and careful con- 
Sideration, 

I feel that the pressure on my staff and on myself 
during the past three years has been almost unbearable. 

I cannot conscientiously keep my staff working this summer 


without holidays. I do not think I could myself. 
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I have counsel engaged. Counsel will not be 
available to me until September. Whatever brief ig filed, 
and it will be a precie of evidence as I understand LU; 
Will have to be discussed with counsel during the month 
of September, 

There is a further point. Frankly while I 
Sympathize with my provincial friends, and I think they 
have a problem having to attend the regional hearings and 
then to present their final brief in a short time, I think 
their difficulties are minor compared with the difficulties 
i.face, It is perhaps a truism to say that it is easier 
to criticize than to defend. I will of course defend a 
System of pricing, a system of regulation, a system of 
rate making which has existed for forty or fifty years, 

It is not always easy to defend something when you are 
not able to rely on precedent, 

THE CHAIRMAN: On what? 

MR. EVANS: Able to rely on precedent. If we 
merely had to defend the system we now have by reference 
to precedent, which hitherto has been the case, it would 
even now be a difficult thing to encompass in one proceed- 
ing large numbers of matters which, decided separately, 


may have taken months in themselves. 
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Here we must go behind precedent, We must defend 
not only the precedent but the theory upon which that 
precedent was established, Therefore I say that it would 
be impossible to encompass swithin the time which has 
tentatively been Suggestedsa constructive brief by my 
company, 

I am, therefore, with the greatest respect, and in 
all seriousness Saying to you, Mr, Chairman, that it is 
Litera lly, physically impossible for me to present my brief 
by September 6th, and I Say that, eninetue to the fullest 
degree the responsibility that rests upon me, 

THE CHAIRMAN: Have you any suggestions to make? 

MR. EVANS: I made a tentative Suggestion: That 
I felt that the earliest date I could meet would be 
October lst. But I do think that I Should have thirty days 
after the date fixed for the provinces, And while that 
matter is before us, may I mention that subject a little 
more fully. 

At the procedural meeting in May, there was some 
discussion about reply andthe exchange of briefs. Now then, 
I do not think there was any conclusion reached as to reply. 
I would say that the final brief would be a precis of 
evidence, and that there Should be an exchange. But the 
idea of exchange, to my mind, meant that when one party had 
his brief ready, he would only give it to the other party 
when the other party's brief was ready for exchange; and 
I interpreted that to mean that we both would have a reply. 
But there seems, perhaps, is and it may have been quite 
wrong on my part to assume otherwise - that, in some way, 


in the interval between the filing of the provincial 
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Submissions and the railway Submission, there would be 
time for reply. 

THE CHAIRMAN: yoy mean, reply by means of 
another written factum or brief? 

MR. EVANS: First, I had considered that both 
wauld reply to the final briefs of the Other, and that 
they would exchange them and have time to Feply, 

THE CHAIRMAN: And then exchange again? 

MR. EVANS: Yes sir, That was my first impression 
after the May meeting. But I now gather that there wag 
Some idea of a time interval between the time fixed for the 
provincial briefs and the time fixed for the railway briefs, 


So, to permit the railways te reply to the provincial 


briefs, if that be SO, I would be bound to Say that a thir ty- 
day interval is a very very small interval, I would say 
that was a minimum. Might I say that the earliest date I 
feel Icould attempt would be the lst of October, and that 
would be upon the assumptieén that it would not contain my 
principal reply. But if the provinces have until September 
12th, I should have, at least, until October 12th, 

MR. FRAWLEY; Might I say something about what 
Mr, Evans has Said about a precis, It may be just 
ignorance on my part, but I did not understand that we were 
to put in a precigs of the evidence, I would be very happy 
if that would be the ruling, but I thought we were to hand 
to the Commission on this date, to which we are now Speaking, 
the evidence which the witnesses in the box would say, 
Just as was done by Professor Stewart in Edmenton, and so 
on, 


THE CHAIRMAN: You mean that the whole of this 
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evidence would be Set aut again? 

MR. FRAWLEY: I mean that I would eventually 
be dealing with my long and short hauls, and that I would 
have witnesses who would Speak to that, and that by this 
date which is now to be fixed, what the witness 
is to say, would be written out, paragraph by paragraph, 
and handed to the Commission, TI thought that was what I 
was aBSked to do. But if Mr. O'Donnell Says no, then, of 
course, it must be the same rule for the provinces as for 
the railways. TI certainly want to know that, and I can 
only bespeak my own ignorance for having thought that. It 
must have come from some false assumption on my part. 

THE CHAIRMAN: That would not be a brief? 

MR. FRAWLEY: No. and that is why I did not like 
the use of the word brief; but my friends néw say "precis, | 

MR. EVANS: It was suggested in Ottawa. I am not 
asking for it, 

MR. COVERT: It was to be a full submission, 

MR. O'DONNELL: We would call nim, we suppose, 
as a witness to support it. 

MR. FRAWLEY: <All right then. It is understood 
that there is to be a brief and further submissions in 
writing to be filed with the Board. And then, what goes 
in the witness box may be considered in addition to that, 
as Supplementary. 

MR. COVERT: Let us not have any misunderstanding 
about this point because I think it would be a terrible 
thing to happen. I think Mr, Ilsley made it very clear 
that when he was referring t6 a brief or submission, the 


terms were being used interchangeably. And my understanding 
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was that these final briefs are to be exactly as you 

have had in Calgary, and with Professor Stewart. You might 
call someone else to read it, but it is to be a full 
Submission ef their case, It is not a precis or briers pws 
a Submission. 

MR. O'DONNELL: That is clear and we will call 
witnesses t» support it, 

THE CHAIRMAN: You should have the evidence of 
each one of the witnesses set out. That is what Mr, 
Frawley submitted, 

MR. FRAWLEY: Yes, 

THe CHAIRMAN: I think you are entitled to that 
in view of the amount of work . thrown on you, 

MR. FRAWLEY: There will be just so much said, 
whether it is by one person or ten persons, 

THE CHAIRMAN: I think we understand each other, 
about the nature of this as brief. 

MR.O'DONNELL: I have in mind here not only 
the vacation and rest which Mr, Evans and the staff require, 
but I think the Commissioners have had a hard year on 
one side of the water or in uniVersities, and they also 
Should have a certain amount of rest. And I would say, 
further, that possibly what Mr. Evans says may not be 
fully appreciated by those who cyme fresh to this matter, 

I can agree with what Mr. Evans said. I have lived with 
freight rates and with freight rate matters not so entirely 
or constantly as has Mr. Evans, but for the better part of 
three years. And when I say that, I mean that for months 


we were in Ottawa with the 21 per cent case and eugaged on 
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that for mcnths. We had 150 odd days of sittings; and 
apart from the Sittings, we had night work; Now, the 
court room, as your Lordship well knows, is but a part of 
the day; and before we got to the court room, there were 
weeks and weeks of preparation, We ended up with a 
record af 20,000 odd pages and a great pile of exhibits, 
Then we were asked to review it at & Subsequent date 
before the Privy Council on appeal, 

Then there was another case, the 20 per cent case 
and we went to Ottawa, after having done the preliminary 
work this year, on the lith of January, and we left there 
on the 26th of March, Then we went back and argued it, 
And the next day after we had finished, we went be f6re you, 
Mr, Chairman, and the Commission, There was no rest, no 
break, no anything. That was the history of the 21 per 
cent case and the 20 per cent case, 

In the 20 per cent case, all that had been in play 
in the 21 per cent case was under review. It was not 
Just a further small application, but everything was 
involved in that from an extensive record. 

That is only part of the story, in so far as the 
Canadian National Railways are concerned, 

Mr. Vaughan, on the first day of the sittings, 
@8sured the Commissioners of every cooperation and 
aSsistance, that it would be given, and I say that it 
Will be given, But while there are many employees in 
the railway, there are but relatively few, who, in the 
final analysis, are the men who must make the final 


decisions, And it is the wish of the Canadian Natienal 
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Railways that top level officials of the company be made 
available to the Commission in order that the best 
information and Judgment be made available to the 
Commission in its deliberaticens, 

There are relatively few of these men; and this year 
Since the announcements of the establishment of the 
Commission, Or, a8 s00n as it was announced, a committee 
was set up, and that committee has worked, But its work 
was interfered with, quite apart from the 20 per cent 
Case and a review of the el per cent case, by the case of 
the mountain differential which took some of the officials 
of the company the better part again, of three months, And 
that had to be worked in between the Annual Budget of the 
Canadian National Railways which had to be prepared and 
Submitted to a Pai liamentary Committee, That tok five or 
Six of the top level officials, and in addition, 
confederation with Newfoundland andthe taking over of the 
Newfoundland railway had to be worked in, and it all had 
to be done on very short notice, 

We want to be expeditious and we want to help in 
every possible way, but we think the Commission will want 


to have the best possible advice, 


Page 2687 follows 
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There is a further Ching: se 7 understand it, 
these provincial and regional hearings will not end. until 
about the 15th of August. Now, 16. is absolutely utterly 
impossible to do any work, I mean any work on the final 
brief or submission, while we are involved in travelling 
from one end of Canada to the other and back again. And, 
apart from that, altogether apart from those special 
Studies and matters that had to be handled, the railway 
had to continue running. Now, those officials are in the 
Same peed tion aSMn.. Kvans.' officials, they have had an 
extremely heavy two or three years, andof all the rate 
matters with which we have been involved I think the work 
of this Commission is the most far-reaching and the most 
important of the whole array in the final analysis, and 
in order to do real work for the Commission we feel that 
the date suggested by Mr.Evans is not at all out of the 
way. Aiter asl, the real, practical, first-hand infor- 
mation concerning railway matters in Canada must come 
from the railways, and in order to get that and present 
it in a proper way and make it available so that the 
Commission will have the best possible advice, we need 
that extra time. 

Now,until the provinces had indicated in their 
briefs the position which we had to consider and which we 
had to meet, we did not get those things until -- British 
Columbia we got the day before yesterday, when we came 
here, in the final analysis. I do not impugn anybody 
for that, but that is the situation factually, and until 
we knew what we had to study there was no use going off 


On an array of studies that might not be of irterest. 


Lone Aebdacehtend Bost erates whine he bles 
Lappin pie 0 nth! eerie: igasinti Prue, Loge 
yee a Rakeidetia! she wes eaguk: hott 
celyee aah! wo) secOw “eter WOE ST Lee ate OD. pint a 


a 


pi ifavens nb behtevnn: erase at ihr: 4 OL SR RAR cee 
bak iss Nf aot pagnctadtte: et oF: sbarad Wes 
fqidage oar: wes PATS A ELEAOP AS a 
wren fe" od 28 ete Bie oe- sot fée gat hae, 
of whe loll seoks: 2 weak ee hans rts TE 


See lewd att, shake Shite c eeete Saat meget 


didi svt pMso Seddsneness? déemnsty adap -eotomatay 5 
Sha SRA yet leeae: kT) IP Na Oe. PA MSs WO 
Hh CoO, cat ite bpm DS OFS SSI EON. LER: oy Os. 

Hy VO wa? Lhe pore ed ea Val Ree ee | 

ae: pease?  ppetineni: : Lrea, ands Poe: pte 
aha See ote Dat erection Semilet ‘euteulll 
helene foes aiid: oer ok “alite: (iy O68 9 BLAM Ele, any 
on nk a eidiiiteve: Br enn: fee. (24; % aA. % ‘eS 
tong ow co lets eth chee Sad: SS; QMS tag es | 
ae Y araxe & 

Kegs & Sogewihiet Hetl sean! erie we i haeiydy ae 7 a 

ve epie Lae oh lewes ot Bet ox alee ana hRom ais: oe ha 

ARES ES cae Ear “ett ond -d03 fom bie oe 3999, 0 

SHhs a0 pote .unbyodeee oro ad “e % agg, #G8 Su oe 
| Bhodigns apugie toa ob F, aceytens Faply af te 
id ban ,yilemont colttartia ast et dame. a 

io Stem ca On gow, soemt aphute 3 bap ow date 


tiovetat Ye od foe ee ial name aii 


, 


=200e = 


I would just make this slight distinction as 
far as I am concerned and as far ag Mr. Friel is concerned: 
we do not take the Position of defending anything. The 
matter here is before the Board for review . I think Mr. 
Evans did just happen to use the word "defending". We are 
not defending anything; we are here prepared to assist 
in explaining and bringing whatever light we ean on these 
various Subjects, and if the Commission in the final 
analysis has a view other than Ours, or we have views 
other than the Provinces, it is not a matter of defending, 
it is merely a matter of presenting. In order to do that 
in the best possible way, I agree with Mr. Evans and Mr. 
Friel on behalf of the Caradian National Railways. We 
think that Mr. Evans! Suggestion of an interval of thirty 
days after whatever date the provinces are Siven would be 
Satisfactory, and that would be roughly the 12th of October 
if the 12th of september is the date as requested by Mr. 
Frawley and the people for whom he Speaks; but in any 
event certainly not before the lst of October, and that is 
with all the goodwill in the world and all the willingness 
to do the job as quickly as possible, because I do not 
think anyone has any more desire to get home and get out 
of freight rates than I have. 

MR. FRAWLEY: My lord, Mr. O'Donnell said there 
would be, he understood, regional hearings until the 15th 
Of August. Now, I am not interested in the regional 
hearing in Newfoundland, if there is to be one there, but 
I am interested in any others in central Canada, so that 
if we are to be kept at regional hearings until the 15th of 


August, that certainly even shortens the time for 
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the completion of this work by the 12th of September. 
I know nothing of any hearings after the evth of July at 
Charlottetown. 

MR. O'DONNELL: Well, I inquired from the -=-- 

THE CHAIRMAN: Mr. Frawley, for your benefit arid 
the benefit of all concerned, we may tell you this, that 
the Commission has decided to sit in Quebee City on July 
30, in Montreal on August 2, in Toronto on August 5, and 
in Newfoundland from August 10 to August 13, 

MR. FRAWLEY: Well, my lord, I think that my 
province will expect me to attend the Ontario Sittings, 
because I am mindful that the Premier of Ontario in the 
last general rate inquiry attacked the Crows Nest Pass 
grain rates, and I @* not know what they may do now but 
I think there will be necessity for the western provinces 
to be at the Ontario Sittings. Now, that takes us to 
the 5th of August. 

THE CHAIRMAN: That is true. 

MR. FRAWLEY: And, frankly =<= 

THE CHAIRMAN: You See, we do not know as yet 
whether the Ontario Government will present a brief or not. 

MR. FRAWLEY: That is true, Sir; and the only 
fear is that if the Board now fixes the deadline it might 
be very embarrassing. I only want to say, my lord, that 
when I asked for the leth of September and my friends 
Joined with me we felt that as far as we knew the sittings 
would be finished on the ef(th of July. We did think 
then that there would be some sittings in central 
Canada, but we did not know whether they would be much 


later. Now it looks as though we would be engaged 
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right up to the 5th of August, and I ask your lordship 
to keep that in mind when you are considering my appli- 
cation. 

THE CHAIRMAN: Yes. Well, we shall consider 
this application, of course, and probably some time while 


we are in Vancouver will dispose of the matter then. 


---The Commission adjourned at 6.05 p.m., to meet in 
Vancouver, British Columbia, at 10.30 Sora ice gf LON 
Tuesday, June 28, 1919. 
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THE CHAIRMAN: Very well, Mr, Covert, 

MR. COVERT: Mr. Chairman and members of the Com- 
mission: the first Submission igs that of the Vancouver 
Board of Trade. Mr, 220@. Norris, Keys Satie make the 
presentation, 

MR. FRAWLEY: Mp Chairman, before the witness 
commences, at Calgary the witness, McFall, was asked to 
bring up to date table 4 of his brief. Then he was asked 
by Dr. Innis to make a part of his@prieritapie 5 which had 
to do with revenue freight carried by the railways, 1931 to 
DONT Reference is made to this in the transcript of June 
13, 1949, volume 9, pages 1594 anq 1597: I now have a 
sufficient number Of copies of those two tables. It has 
been suggested to me that table 4 will become exhibit 33 
and table 5 will become exhibit 34, 

SPE SLOINON ESA Ges 4 of the brief of the 


Alberta Federation of 
Agriculture. 


BAHTBIT NO. 34: manic 5 of the brief of the 
Alberta Federation of 
Agriculture. 


THE CHAIRMAN: Now we are to hear from the Van- 
couver Board of Trade, 


Te? Gx NORRIS, K.C., Called 
THE WITNESS: Mr. Chairman and Commissioners: 
the Vancouver Board of Trade is very glad to welcome to 
Vancouver the members of the Commission, counsel and others 
in attendance and trusts that their visit here will be 
Pleasant as well as profitable to the people of Canada. Yoy 


may be sure, Mr, Chairman, that our members will be glad to 
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co-operate with you in exploring the transportation prob- 
lem to the end that your study may be facilitated and that 
you may be able to make recommendations which being 
implemented will provide a transportation charter, so to 
Speak, ensuring Stability for the railway companies and 
others engaged in transportation, and removing, to a 

large extent, the causes of discontent which have existed 
in the past. 

The Vancouver Board of Trade respectfully requests, 
for reasons which Will hereinafter appear, that the sub- 
mission now made be regarded as entirely preliminary in 
its nature and as an Opening to further Submissions to be 
made by it at later hearings of the Commission, 

Order in Council PCS 6033, authorizes the Com- 
mission to "review and report upon the effect; Af ‘any, 
of economic, Seographic or other disadvantages under which 
certain sections of Canada find themselves in relation to 
the various transportation services therein, and recommend 

what measures should be initiated in order that the 
national transportation policy may best serve the general 
economic well-being of all Canada." While the Board of 
Trade is interested in the succeeding powers granted under 
Clauses (b) to (f) inclusive of the Order in*Councia 2 
regards them as merely incidental to the main power of the 
Commission, 

The Board of Trade considers that the present 
Sitting of the Commission should be regarded only as 
Preliminary inasmuch as until enquiry has been made by 
the transportation experts of the Commission into the 
Present factual situation, it is not possible for this 


Board of Trade or private citizens to make definite 
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Submissions with regard to the economic, geographic or 
other disadvantages under which British Columbia suffers, 
or to suggest with any degree of assurance the measures 
which might be initiated in order to overcome those digs- 
advantages. 

Quite clearly, apart from the fact that a body such 
as the Vancouver Board of Trade, large though it may be, 
is not equipped to make such a factual study as has been 
indicated, the matters referred to affect the transporta- 
tion situation throughout Canada and are not open to dis- 
pute. The Board feels that the present enquiry will not 
be furthered by mere sectional representations made without 
particular regard to the history of the present rate 
Structure. We therefore request that before interested 
bodies are required to make detailed submissions the Com- 
mission institute a fact-finding study by its experts and 
that the report by such experts be made available to the 
Board which report will crystallize, at least in respect 
of the major questions heretofore in issue affecting trans- 
portation in Canada, the submissions made, the findings 
on such submissions and the resulting rates and the impact 
which experience in operation throughout the years has dis- 
Closed that such judgments on main issues have had on the 
general rate structure throughout Canada and particularly 
the effect of such findings on parts of Canada other than 
those which were initially thought to be affected by the 
Judgments. If such a course be adopted a great deal of 
Waste effort will be saved. 

We deprecate the question as to the usefulness of 


this Commission implicit in the opening address to you at 


Ottawa of Mr. George A. Walker, K.C., Chairman of the Board 
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of the Canadian Fecitae Railway Company, and particularly 
in that part of his address which refers to the mandate 
to the Board of Transport Commissioners to proceed with 

a general freight rate enquiry and to the sanctity of the 
present rate structure of which he speaks so highly. His 
counsel is the counsel of defeatism for if there 1s to 

be a continuance of the warfare which has been carried 

on in the past between the provinces and the transporta- 
tion companies, broken as it has been only by periods of 
armistice, then the future of this western country and of 
the transportation companies is indeed uncertain. 

We could not disagree more fully with him than we 
do when he states thatthe freight rate structure is not a 
hodge-podge and we suggest that when he refers to the 
recognized ability of the members of the Transport Board 
and its predecessor, the Railway Commission, who have been 
responsible for the decisions of the past as Justifying the 
maintenance of the present rate structure, he has over- 
looked the fact that any code, no matter how able the law 
makers and no matter how valuable and appropriate the 
laws might have been at the time they were made, needs 
revision from time to time to co-ordinate its various parts 
and to bring it up to date with the changing times, 

I might say there it seems to me it is of the very 
essence of the task of this Commission set out in the 
Order in Council that they be free to recommend even 
Sweeping and fundamental changes in the legislation and 
in the rate Structure. 

In any event, apart from the natural need for 
Pevision, the haphazard growth of the rate structure in 


Canada has been due to the fact that such a wide discretion 
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We realize that the country can Prosper only by the 
maintenance of Our two great railway systems on a com- 
petitive basis (where competition is Justified) with 
adequate financing and as a matter of principle from proper 
revenues to be Obtained from the traffic they carry and not 
from Sovernment Subsidized rates. We Submit, however, that 
with reasonable provision for revenues goes a corresponding 
great responsibility upon the transportation companies 
to give Up-to-date and efficient Service with proper 
regard for €conomy in operation, 

A realization of that responsibility should stay 
any effort by the transportation systems to seek through 
rate orders, that, which when the requirements of modern 
Services and the burden on the public paying the trans- 
Portation rates are disregarded, amounts to indirect sub- 
Sidy, 

NATIONAL POLICY 

The construction of the Canadian Pacific Railway, 

88 was stated in the submission of the Vancouver Board of 


Trade to the Board of Transport Commissioners on November A; 
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1948, in connection with the case for the removal of the 
Mountain Differential, was an instrument of national policy 
- the objective of which was union COast-to-coast and a 
continuous rail route on the all-red trade route around the 


World as cit may ‘properly be Said that the construction of 


welfare of the people of Canada transportation-wise, are 
matters of national Concern. TE Ms an that spirit that we 
make the Submission herein contiined, 

BRITISH COLUMBIA'S POSITION IN GENER AT, 

In February of 1936, the Research Department of the 
Economic Council of British Columbia made a study of the 
Canadian Railway rate Structure and its regional influence 
in British Columbia. In that Study, the following Summary 
éppears: ".,...British Columbia's shipments to eastern 
Canada are of a type that require relatively low freight 
rates to move them. On the other hand British Columbia's 
imports are of 4 type that can and do bear a relatively 

high freight charge. Therefore consumers in other parts of 
Canada pay the relatively low freight charges on Shipments 
from British Columbia, but British Columbia must pay the 
Pelatively high freight charges on imports from eastern 
Canada.... In practice, then, British Columbia as a whole 
1s expected to indirectly subsidize exports to eastern 


Canada, Purchase a large portion of the manufactured | 
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requirements from eastern Canada, and actually finds it 
necessary to sell the major portion of its own produce on 
world markets." 

Generally Speaking, the position as expressed in 
the last sentence of that Summary exists as affecting 
British.Columbia today 

The geographic and economic disadvantages of British 
Columbia do not need much in the way of elaboration. The 
former are to be ascertained by glancing at the map of 
Canada; the others by an elementary study of the history of 
the country. These latter exist partly because of geo- 
graphic position and partly because of the fact thatour 
economy is that of a younger growth. This Board of Trade 
does not propose to dwell on those disadvantages save to 
the extent that they can and should be taken into account 
in the all-Canadian picture. The transportation difficult- 
ies are, in the main, those which naturally result from 
Such disadvantages. It is not our purpose to present to 
you a purely sectional case or at this stage a detailed 
case but rather to indicate to you in a general way 
matters for your consideration. 

GENERAL MATTERS FOR CONSIDERATION 

Among other things to which it is submitted the 
Commission might particularly direct its attention and in 
respect of which we wish to reserve the right to make 
detailed submissions at future hearings of the Commission 
are such matters as: 


A. BRITISH COLUMBIA'S LACK OF DEVELOPMENT 


For your consideration is the fact that British 
Columbia is to a very large extent undeveloped and that the 


effect of freight costs is more severely felt by smaller 
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communities in the process of development than in the 
Provinces of Ontario, Quebec and Nova Scotia, where there 
are many small and medium-sized communities which through- 
out the years have had time to develop local industries 
able to distribute their products throughout Canada. 

Their ability to make such distribution has been largely 
due to the existence of favourable railway rates. 

B. UNSOUNDNESS OF FLAT PERCENTAGE INCREASES, 

Sie principle of granting to the transportation 
companies flat percentage increases is thoroughly unsound 
as, below the ceiling of such increases the transportation 
companies have arbitrary power of rate adjustment. By 
the manipulation of rate adjustments, the transportation 
companies may force industries to move from one Bary’ OL 
Canada to another and in fact may destroy industries. As 
has been indicated, the result of the wide powers given to 
the transportation companies has been that the so-called 
rate structure has not followed any consistent or general 
plan but has been erected in accordance with such con- 
Siderations as the local needs of the transportation 
System in different parts of Canada; unregulated local 
truck or water competition; the need of the companies for 
Sood will in different localities; and the view which the 
Companies, from time to time, have taken of the wishes 
of the government in power in Canada. 

Because of the interdependence of industries on 
€ach other, througm such powers the transportation com- 
panies are given am unwarranted and excessive influence 
upon the national eeconomy of Canada. 

In the past, at rate hearings the transportation 


companies have comsidered it sufficient to prove general 
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prosperity in certain industries as warranting rate in- 
creases. Provision should be made whereby all such appli- 
cations for freight rates affected by any change in the 
tariff will be gone into ana evidence adduced to indicate 
how the increase in the rate will affect industry gener- 
ally. In this connection regard should be had to the 
variable factors in different parts of the country and 
affecting different industries. The tendency in the past 
has been to localize the enquiry as affecting the Specific 
industries which object to increases applied for and to 
the increases in which those industries are especially 
interested. It is important that on all rate applications 
the broad Canadian picture be considered, not only in 
Support of the claim of the transportation companies but 
as affecting directly or indirectly the "well-being of 
all parts of Canada." 
C. BASIC RATE SCALES FOR ALL CANADA. 

Doubtless the Commission will consider the question 
as to whether or not there should be a basic class and a 
basic pee ve tray rate scale for the whole of Canada 
as a step towards solving the present difficulties. The 
present basis for British Columbia, known as the Pacific 
Scale, will be reduced to the Prairie scale by the removal 
of the so-called Mountain Differential, effeotive July 1; 
next. But the Prairie scale will still be generally the 
highest Scale, with the Central Region (Ontario and Quebec) 
and the Atlantic Region (the Maritimes) enjoying lower 
Scales, The Board at this stage is not prepared to make a 
definite Submission in this connection, 
D. EFFICIENCY OF AND ECONOMY IN OPERATION OF RAILWAYS 


ESV SEN ON AND BGONOMY IN ULEn 
It is suggested that it should be borne in mind 
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throughout that the continuing stability of the financial 
position of the transportation Systems should not depend 
on the matter of rate increases entirely but that they 
Should be required to look for financial betterment as 
well to the extended services which they should give; the 
efficiency of their services in competition with other 
forms of transportation; to the erfictency Of ‘their 
internal management and operation, particularly in the 
matter of modernization, to bring them additional revenue. 
Wage scale increases before being granted should be 
Subjected to severe scrutiny, having regard to other 
costs. It should be made clear to the transportation 
companies that it is not sufficient that under all circum- 
stances in order to meet rising wage demands they need 
only apply for rate increases. 

The following table of comparative costs 
indicates the disproportionate part that wage costs take in 
the general cost picture which affects rates, The figures 
for the period 1926-38 are free from the war and post-war 
factors which might be said to make the comparisons for 


the other periods unsafe. 
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Operating ex- 


Gross Carnings 
per train mile 
ee LLC 


Actual % Actual 


benses per 
train mile 


Wages of steam rail. 


way employees 
ae oe wn ee 


% Actual % 
Period PREM Wer! Tic p | incr’. ~ Perio iner, Lee, 
ee eS ST Sy $0.95 ay 1913-24 86.4 86 . 4 
1926-38 nS PETNOLEG .06 1.7 1925.38 17.9 9.6 
idecr. )(decr. | 
1939-47 eC, HE .5 $1.85 a. 1939-47 LO 3 42 ,3 


Sources: 
1917-39 Canada Year Book 
Bo9-47 Statistics of Steam 
Railways of Canada. 


=38 = 1913 > 097 + 
1939-47 = 1939 = 100 


Sources 


1913-38 Canada Year Book 


1939-47 Canah Year Book 


OL 


Cost of livin 
eee 


wage earners 


cluding food, fuel & 
Cost of coal per light, rent,cloth. 
Iron and Its Pro ats ton ing & sundries) 
Actua ling Wetaat a7 Actual @ 
Period Incr. Dmaer. Period Incr, Incr. Pertog iner.. Iner 
1913-25 35.6 SERS L917 =25 ae ees IOT4=55 HO" St 
1926-38 4 4 1926-38 -3’dect . 7ded 926-38 LOS. eG 


1939-47 39.4 40 'o 1939-47 $2°63 614 
13-27 - 1955 - 00 = 


Sources Sources 
1913-47 Prices & 191 7=47 
Prices 


index D.B.S. 


10 50= tO Onis ioe 
a IROL Bd ee 


1935 = 39 - 100 


Sources 
Statistics Labour Gazette Dept. 
of Steam of Labour, 
Railways of 
Canada a 
DeBgce 


4 ne 4 i 
ao 2 De : s 
‘ . ees , Bs we , 
K Reta haere Ae we eke ee ¢ : hh Seer 
c: peal eiieanemscs da g6 = Lem atti ar cae : . Seaeees ewes 
a on eo se ay eae oe ied — 
{ i 4 - a ‘ ‘ . . 
a . om — 
. oa . e 
| - ¢ * 
é 1% = My 
Au roan : 
% ’ ;? od * 
, . bed . : ‘ 
es Fe “ 
i ‘ ; = 
i ‘ re aes d ‘ 
mo n pvaéAw. ae 
a : 
t 
‘ Nee es ‘ 
. ¥ "I ae 
. 4 oh ~ 
. . 
. : 
4 - 
am 4 ie r 
Gcers Bus ee 
7 zs ; we ee —_ 


a 


‘ag 7 


r i a r 
Tee big ae 
.. 


i ee or a 83 : a i ‘7 Ry: dia . A ay + Ss 


: 
i Ny ae p , c : . a 
a - a d ¥ i : . . ne: i ae oH 
m7 wel P ane ao - : 
3 ; P Be , a cee de ae Naw wala seca e mmpsioenemyemin a gee ene 


% 


aot neene mem aemee 


Yu aw Gyre tt 


~2/903- Mr. Norris 


Referring to the table, Mr, Chairman, You will see 
from the middle set of figures, 1926 to 1938, that the per- 
centage decrease in SPOss earnings per train mile was 8.56, 
and the percentage increase in Operating expenses per train 
mile was 1.7 » and ‘the cost of iron increased, in the cage 
of iron and its Products, .4 per cent, and the cost of coal 
per ton showed a decrease of Ci ipex cent, and the cost 
of living Showed a decrease of 16 ber cent», and wages had 
been increased 9.6 per cent. 

MR. EVANS: @. Is that toal wages or worked out 
on an average by employees? 

A That was worked Outs thatw9.6 percents ae 

Q Don t let me interrupt you. 

A I will get that for you. Itawas sufficient for my 
Purposes one Wey ORethevother, + Shows the increase, 

Some matters in respect of which there would appear 
to be room for improvement in efficiency of Operation and 
Opportunity for Saving are detailed hereunder: 


oe Necessity That Railways Effect Savings in Freight 


Car Transit Time 
iii oe 


Under the present Canadian railway car demurrage 
rules, Shippers and consignees are required to load and 
unload cars within a limited free time (generally forty- 
eight hours), after which demurrage charges and heavy 
Penalties are assessed in respect of the excessive delay. 
On the other hand, where delays occur due to railway oper- 
ation, carriers are not penalized in the same way. For 
eeemple, if, due to inefficient operation, a car should 
take in transit ten or twelve days more than the normal 
transportation period, the cost of the loss of car use is 


treated as a normal operating cost by the railways and is 
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taken into account in fixing rates, and penalty is not 
assegsed against the railway company in favour of the 
Shipper or consignee to compensate him for hig 2Oss.- It 
is cold consolation to the Shipper or consignee to Suggest 
that he has an ection at law, for the burden of proof on 
him in many such Cases would be almost insuperable, [In 
this connection, it might be pointed out that the penalty 
on shippers in me Speets of demurrage for the year 1947 
amounted to a total of Poul sol OG Le 2 (D.B.S. Steam 
Railways Report 1947). 
é@. Economy in Car-Saving Space, 

The practice of the railways of providing a 
Sliding Scale of lower rates for higher minimum loading is 
ene. that. if developed might well produce Savings for both 


the carrier and the user, 


Examples: - 
abn Canned Goods 
To and From Pacific Coast 
Points and Ontario Points 
and Montreal 
Tariff Reference Car Commodity 
Westbound 1 - yg Minimum Rate 
Eastbound 101 - G . 
ra with 40 , OO0# 2.09 per C lbs, 
60 , OOO# 2.33 perc Tbs" 
Ae Rice ’ 
Vancouver and Victoria 
to Prairie Points (as 
shown) 
Car to Prince Albert 
Minimum Commodity Rate 
Tari 24 ,0oo# 1.77 per C lbs. 
en 40 , OO00# 1,46 per ¢ iba, 
W 160 60 , O00# 1.38 per C lbs. 


Many regular carload classification minimums range 


SSnerally from 12 to 15 tons per car; whereas the capacity 


Of the cars ranges generally from 40 to 50 tons. Shippers 
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a Pooling of Passenger Traffic 
ee eer Traffic 


By CO-Operative action the Canadian National and 


parts of Canada through Joint operation of pool passenger 
trains, announcements, advertising, joint terminals and 
offices and ao On. OTT his matter should be thoroughly can- 
vassed in order to ascertain whether or not greater devel- 
Opment of such pooling would result in greater Saving 
without interference with eservice, 

A, Pooling of Freight iveriic. 

While a Saving has been effected by pooling of 
basSenger services there has, apparently, been little or 
no provision for pooling of freight traffic, The details 
of such a Pooling plan will require much Study but we 
believe that it should be PUL y investigated and that in 
the result there would be a2 Saving in carrying costs with 
an improvement in Service, 

The following comparison of the handling of 
freight Shipments to Calgary and to Edmonton from Vancouver 


Speaks for itself: 


Example: Cy) Shipment from Vancouver to Edmonton 
(A) Var kh. to Calgary 641.5 miles 
Calgary to Edmonton 194.1 ae 
ACTUAL RAILWAY MILEAGE 835, mi. 


eC eR. to-Rdmonton (actual gHley 
railway mileage) ie ha al 


SAVING BY C.N.R. (0.7 mi, 
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Example: (2) Shipment from Vancouver to Calgary 


(A) C.N.R. to Edmonton 764.0 miles 
Edmonton to Calgary eye hie am 
ACTUAL RAILWAY MILEAGE 993.7 miles 
(B) Cer Ry to Calgary 
(actual railway mileage) 641,5. " 
SAVING BY Ciba ky 352.2 miles 


We are not unmindful of the fact. that ruling gradi- 
ents should be taken into account in the foregoing compari - 
sons, 


E. MARITIME FREIGHT RATES ACT AND CROW'S NEST Pass 
AGREEMENT , SUBVENTIONS ON COALS Ene: 
<a. Aa 2.3.7 


The provisions of the Maritime Freight Rates Act 
have now been extended into the Province of Newfoundland, 
The following figures as to Subsidies paid under the pro- 
visions of the Act are to be noted: 

For the first fiscal year, 1927-28, the Dominion 
Government paid $946,689.61 to Eastern Lines, Canadian 
National Railways, and $406,774.84 to other railways, a 
total of 0 353, 46405." Ro 1947-48 the Department of 
Transport Report shows the total paid Canadian National 
$4,141,529 .39 and the Canadian Pacific $461, 389,31 - the 
highest annual amounts yet paid. The over-all total 
between 1927-1948 fiscal years amounts to $69,973,339.23, 

A basic matter for careful consideration is as to 
whether or not Special sectional subsidies and benefits 
Such as exist under the Maritime Freight Rates Act and 
the Crow's Nest Pass agreement and subventions generally 
are for the general well-being of all Canada. In prin- 
Ciple the Vancouver Board of Trade igs opposed to sectional 
benefits which it is difficult to justify logically and 


which are always sources of discontent in parts of Canada 
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other than those not directly affected by such benefits - 
benefits for which it is difficult to make proper compensa- 
tion in the all-Canada rate Structure. In any event, the 
granting of such benefits by Statute igs deprecated, It is 
Submitted that all rates should be Subject to review by 

the Board of Transport Commissioners, 

In connection With the Crow's Nest Pass rates, it 
may be, of course, that the ralways are getting more out of 
the rates than they should, On the other mand, it may be 
that grain is Carried at a loss, Those, of course, are 
matters for consideration, We express no opinion on that, 
We simply Say this is a matter which should be gone into, 
and we are Opposed to statute-fixed rates. 

Subvention assistance paid to Canadian railways 
On Alberta and British Columbia Crow's Nest coal moved to 


Ontario during the last three fiscal years was as follows: 


Fiscal Year Amount Rate Per tTon 
1946-47 $775,897.65 $ 2.50 
1947-48 422 ,4O4 59 2.50 
1948-49 538,280.33 2.50 


Source - Dominion Coal Board, 

Our position there is Chat tr tt is necessary to 
Subsidize an industry the Subsidy should be given direetly, 
and it should not be through rates, 

FP. TRUCK AND BUS-C OMPELLED RATES 

In British Columbia there is effective regulation 
of bus and truck operation under the Public Utilities Com- 
Mission, There does not exist in British Columbia the same 
degree of competition in trucking coperations which exists 
in some of the eastern provinces. As a consequence the 


basis of truck-compelled rates throughout Canada is not 
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constant. It is realized that railway transportation rates 
should be adjusted to meet Competition, but it is submitted 
that the comelling rate Should first be fixed as a fair 
competitive rate before it is used as a basis on which the 
railways should set their corresponding rates, This again 
brings into perspective the danger of fixing high percent- 
age increases below which there may exist rate adjustment 
practices which are unsound, 


G. DISCRIMINATION IN PASSENGER FARES AGAINST BRITISH 


COLUMBIA, 
eee 


It is submitted that this Commission Should con- 
Sider the discrimination against British Columbia in respect 
er rail passenger fares, Such fares for this province are 
higher than Similar rates east of Calgary. 

Prior to May 11, 1949, the first class rate east of 
Calgary was 3.45 cents per mile and 4 cents west of Calgary. 
After the Transportation Tax of 15 per cent was taken off 
by the Dominion Government these rates were increased to 
4 cents and 4d cents respectively. A table Siving the 


above First Class fares, and Coach fares, is noted below: 


Effective May 11 Formerly 
ist Class 4d Mileage East of Calgary 3.45¢ a mile 
4d A West of Calgary Ad i 


Effective April 10 
Coach 33¢ Mileage East of Calgary 3¢ i 
4d a West of Calgary Svc 


It would appear reasonable that in view of the elimination 
of the Mountain Differential on freight rates, effective 
July 18G. that. a provision for equalized passenger rates 


Would also be in order. 
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H. IMPORTANCE OF SEPARATE ACCOUNTING IN RESPECT OF 
VARIOUS ACTIVITIES OF RATIWAYS, 
ALLWAYS 


Rightly or wrongly, the confidence of the people 
an the efficiency in Operation of the Canadian railways 
has been badly shaken, In order that Such confidence 
may be re-established and maintained, the transportation 
companies should make it abundantly clear that their 
accounts do, in fact. make 4 complete and full disclosure 


of their operations in the respective fields of endeavour, 


It should be possible to show in Simple terms and Separate- 


ly in respect of rail and water transportation and hotel 
activities and other services such as telegraph, express, 
motor traffic and ancillary Services, the fal picture of 
revenue and expenditure, profit and loss, and assets and 
liabilities (including at their true value the grants 
from all Sources), and such accounts should be available 
for inspection by members of the public at reasonable 
times. 
CONCLUSION 

In conclusion, may we emphasize the importance 
which we attach to the work of this Commission and our 
hope that its findings will end or at least alleviate 
the asperities which have heretofore been attendant on 
rate hearings and which have been so upsetting not only 
to business in general, which requires a reasonable 
me@sure of stability in the cost of operation), but 
equally to the transportation companies who admittedly, 
as matters have stood heretofore, have not been in a 
Position to make long term plans. Because of the import- 
ance we attach to your studies we have emphasized the 


Ss 
necessity that a factual study should be made of previou 
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We hope that this preliminary Submission will be of 
Some assistance to the Commission and that we will have 
an opportunity of making such further Suomissions as we 
May consider warranted after the results of the factual 
Study referred to have been made available Co ..us, 

May we again express our appreciation for the 
Opportunity of making this presentation to you and 
particularly for thse Opportunity of making it to you in 
Vancouver and for the patience and courtesy you have shown 
in connection with our Submission, 


Respecerully Submitted, 


Mr. Zvans, those comparisons are of total figures. 


CROSS EXAMINATION BY MR. EV NS 


ME. sEVANS: Q Yes; and while we are on that, 

I suppose it follows that it might or might not be due to 
the changes in the rates OL Day, 

THE CHAIRM:N: what was that? 

MR. =VANS: We were Speaking of this question of the 
tables, and the bercentage by which the wages increased 
during the period - I think the second of the three lines in 
the table Mr Chairman. 

Mie VANS: .Q I suppose it follows, Mr Norris, 
that an increase in the absolute amount of wages paid is not 
always due to an increase in the rates of pay, because there 
woulc be a number of factors which might affect 1? 

A The wage scale. 
Q But it might not be the wage scale; it might be the 
amount of work done or any one of a number of ractors? 


4 Ido not know that 
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Q Iv you pay $100 in wages in one month more than 
you yaid the previous month that does not necessarily 
mean that you have increased the rate of pay. does it? 

A But that table is not built up on that basis. 

Q There may be a number of factors which account for 
LU? 

A Yes I suppose there is 4 whole lot of factors. 

Would you row turn to page 2, please? 

Q na in tHe paragraph beginning; 

"We deprecate... ."9 

A Oh yes. 

Q. There are three things there that you seem to 
ceprecate? 

A. There are probably a number o2 things. 

Oo" Bute in’ that paragraph there are three? 

A Yous 

2 And the first thing you deprecate is, that there 
Was implicit in Mr. Walker's address a challenge 
to the usefulness of this Commission. Will you please tell 
me where you find that in his address? 

A When I read Mr. Walker s address I came to the 
conclusion that Mr Walker had had a bad breakfast. That was 
the general impression that T gathered from reading it 

Q But would you mind pointing to the transcript and 
tell me where you find Mr. Walker challenging the usefulness 
of this Commission? I sugsest to you that he did 
exactly the reverse? 

A I would say this, first of all: I came to the 
Conclusion when Iread Mr. Walker s address, that Mr. Welker 


Should have consulted his lawyer before he made that statement, 
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anc then, I thought: He, certainly has not talked to Mr. 
Hvans about it. 
Q. Did you know that Mr Valker is himself a lawyer? 
I can see that. 

Q@. And a lawyer of very considerable prominence. 

A Yes. But you are his lawyer. He is chairman of the 
Board , 

Q Would you point to something in that address which 
Suggests that the work of this Commission is not going to 
perform a useful purpose? 

A Yes, yes. I shall read from the report. Have you 
got it in front of you? 

@. Yes I have. 

a. Well, if you wilt look about one third of the way 
down you will gee: 

"The freight rate Structure of Canada upon which the 

Railways primarily depend for their revenues, since 

passenger traffic is relatively unremunerative, is 

by no means the hodge podge born of accident or 

expediency which it is so often Said to be It has been 

regulated for the past 46 years by an independent 
tribunal presided over by a great many men of outstand- 
ing ability whose Judgments command respect and are 
consistent alike with reason and with the decisions of 

Similar tribunals throughout the ‘inglish Speaking world, 

Those decisions we Suggest, will not likely be dis- 

regarded by the Commission. 

One of the main purposes leading to the establishment 

of that tribunal, originally the Boar’ of Railway 


Commissioners now the Board of Transport Commissioners 
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for Canada, was the removal Of the whole problem of 
Railway rate regulation from the field of poli tics t 
controversy. That Objective, important as it was 
in 1903, is of no less importance today, and will not 
i feel sure, be lost Sight of in your considerations, " 
Mr. Walker ig Saying right there: Here we have these 
wonderful Judgments of the Board throughout the Years; 
anc here we have this Commission set up because of some 
political pressure Or Something of that Sort, 
Q Where does he say that? 
i” "One of the main purposes.. , 5 Do you want me 
fo read it all Over again? 
Q No. 
A I have just read it to you. Tt Ye right there, 
It is implicit. He says this: 
"One of the main purposes Leading to the establishment 
OF that cribuna , originally the Board of R ilway 
Commissioners now the Board of Transport Commissioners 
for Canada, was the removal of the whole problem of 


railway rate regulation from the field of politica. 


controversy " 

was J 
Q. nd you know that that true, do you not? 
me Yes, 


That Objective, important as it was in 1903 ig 
Of no less importance today, and will not, [ feel gure, 
be lost sight of in your considerations " 
Way should he talk about that? Ts he not suggesting 
to this Commission right there; Watch out for politics in 
this thing? 
Q Have you read the C nadian Pacific submission? 
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The submission to this Commission? 
A No. 
Pee ape al you “rékg it you might understand what 
he was rererring to? 
nee @ team talking about Mr, Walker, hds Opening address. 
Oe But ar you re@ad the Canadian Pacific Submission you 
woulc then understand what Mr alker was Pererring to 
ma. lL am now talking about Mr. Valker and what he Said 
in his opening address. I must take it that he meant exactly 
what he said I shall now S0 to the last paragraph which 
reads ° | 
"I only desire to add that as the Commission is 
undoubtedly aware, the Board of Transport Commissioners : 
is also under a mandate from the government to proceed 
with a general freight rats Inquiry, Scarcely distinguish- 
able in some aspects fromthe inquiry your Commission 
has been directed to undertake. Our hope is that 
duplication may be avoided both in the Scope of these 
inquiries and in the hearings of the two tribunals. 
Subject to that consideration our officers will be "2 
your service and no effort will be spared to assist 
the Commission in reaching sound and fair recommendations. ' 
When I read that I can only come to the conclusion that 
he was Saying: First of all, there have been these hearings 
by the Board of Transport Commissioners throughout the years 
and we should Stay with that and nothing else. 
Q here does he say that: That we ought to Stay with 
that and nothing else? 
He says: 
"Those decisions we Suggest, will not lightly be / 


disregarded by the Commission. ' 
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a7feo Mr. Norris, cr.ex, 


2 But isn't that a practice which you, as a lawyer. 
follow pretty regularly? 

A Lt donot. think 7+ was necessary for him to say 
that. Then he S0eS on to talk about a pol itiGad controversy 
Why should he drag that in here? I do not know. Then he 
Goes on, and at the end he Says that the Board of Transport 
Commissioners igs doing exactly what this Commission is doing 
What does he mean by saying that? 

Oe MUON E Suggest that, when he spoke of political 
controversy, he was referring to section Dl, subsection aly 
of the Railway Act. Dia you know about that? 

A No. 

Q. There is 4 Section initthe Railway Act by which there 
iS politica appeal and we are asking this Commission to 
remove that section. That is what Mr, alker had reference 
eo. And T Sugzest to you, that as a lawyer, you might have 
Considered the Submission made by the Company, rather than 
to put those words into Mr. Walker's mouth. 

A. No. I took Mr. Walker to mean exactly what he 
Said. I take it that a learned counsel always means what 
he says. 

THE CHAIRMAN: What section are you retverring 7G. 

MR. EVANS: Section 52, subsection 1, Mr. Chairman. 

THE WITNESS: This was a caveat Or ae 
Commission, this whole thing; and the statement that it 
doesn't matter very much what you do, because we already 
have a Board of Transport Commissioners which carry on. 
Isn't that what he was saying? 

MR. EVANS: Q. That is a very clever answer, Mr, 
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A. Thank yeu, Mr. Evans. 
Q. And when you deprecate Mr. Walker's reference to 
the mandat&° ecg do you deprecate his Statement of fact 
that there has been a mandate given to the Board? 
A. I didn't Bay that. 
@. Then what did you say? 
A. You read it. fT mean what I gay, 
Q. Perhaps you would prefer not to be cross- 
examined, Mr, Norris? 
A. Not a bit! 
Q. Then, would you care to answer my questions, please, 
THE CHAIRMAN: What is the question? 
MR. EVANS: fT asked him, and he Says he deprecates 
ingures erence to the mandate to the Board re a general freight 
THE WITNESS: I did not say that atall. You did 
not read it. 
MR. EVANS: Q. I am only asking you what you Say. 
A. I say it is right here, and I Say you are not 
reading it. Look through your glasses, 
MR. EVANS: Tf think perhaps it would be preferable 


if I dig not continue to Cross examine this witness, 


THE CHAIRMAN: Mr. O'Donnell? 


CROSS EXAMINATION BY MR. O'DONNELL 
ee OT DONNE LL 


MR. O'DONNELL: Q. Mr. Norris, at page 5 of your 
brief you have &@ heading entitled "General Matters for 
Consideration"; and heading"A"reads "British Columbia's 
lack of development, " 

You say in the next line: 
"For your Consideration is the fact that British 


Columbia is to a very large extent undeveloped..,.," 
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A. Ido not blame the railways for that. 

Q. Isn't that more or less true of any province in 
Canada that you can think of? 

A. No, no. There is more development in some than in 
others. 

Q. But isn't that true, for instance, of Quebec, with 
the large hinterland in northern Quebec, the Abitibi, and 
the south shore, to Gaspe? 

A. Probably more centres of population, you see, 

4. Naturally. Quebec is a little older part of the 
country. 

me Lt Nhasia little older growth. 

Q. And likewise Ontario, which has large areas of older 
growth? 

A, Yes. 


Q. Which are still in the process of being developed 


Eve VSS, 

Q. Just as British Columbia has areas which are in the 
process of being developed? 

Hae suet is ‘right. 

Q.- And I take it that we could say that Alberta has a 
few acres which are still open, if people can buy the odd 
Oil concession, and things of that kind? 

A. Yes, 

Q. And through the years no matter what you may find 


in connectionnwith the freight rate structure, the products 


Of British Columbia 


ave been carried to the markets by the Railways? 


ae tnatite true. 
Q. And through the carriage ofthose products to the 
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eee of) 28h Columbia has developed, to a certain extent, 


Has it not? 


~~ Oh, yes. 


@. And is not that extent such that we can Say that 
it has developed more Papldly, possibly, than any province 
in the Dommnion of Canada? 

A. More rapidly in than any province in Canada? 

Q. Yes, generally Speaking: I think that is a fair 
Statement to make? 

A. I do not know if I can go with you that far, 
Pe. O'Donnell. I think it has developed rapidly; it has had 
its periods of development, and its periods when it did not 
develop so well. 

Q. It has developed very considerably, let us Say, in 
the last 70 to 80 years? 

mae that ic right. Perhaps we might help: Where a 
territory develops, competition develops, rates are reduced, 
competitive rates are reduced. I think that is a fair 
Statement, too, 

@. I am not concerned about rates at the moment. I am 
trying to find out what the situation is here? 

A. Our development here ig partly due to our location 
by the sea, with a big port, and so on, and all those things, 
I will agree. that I am simply saying there that we are a 
new country. 

Q. I agree with you entirely; and I submit to you that 
any province in Canada would include, to a certain extent, 
areas, a lot of which are not opened up yet? 

A. Some include more developed centres. 

Q. That is right, in some cases. 


A. And therefore they have an advantage over us. You 
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See, advantage brings advantage, just as wealth brings wealth, 
and all thoge things. 

@. And you are now in the process of Srowing, developing, 
and enlarging. Your production has gone up very extensively, 
has it not? 

A. We would like to grow a little more quickly. 

®. That is SO, but I would Just indicate to you that 
the progress has taken place in British Columbia Since the 
railways came into British Columbia, has it not? 

Roy Yee, that is why the Canadian Pacific Railway was 
Patt 

Q. Surely, 

MR. O'DONNELL: Mr. Chairman, it occurred to me 
at this point that it might be well to have on the record 
an extract from some official document of the province. So 
I submit the Budget Speech of the Honourable Herbert Anscomb, 
delivered on February 25, 1949; and at page 54 appears the 
following under the heading "British Columbia's position in 
the national economy", I thought it might save time if a 
Just put this on the record: 

"AS a historical event, British Columbia's entry into 

Confederation can be but viewed as a recent occurrence, 

Yet) intless ‘than eighty years, a population of 36 , 000 

has grown to 1,082,000. Vancouver, which did not 

exist as a city in 1871, today has a population 

estimated to exceed 370,000; and Victoria, with a 

Population of 3,270 in 1871, is now represented by 

Greater Victoria with over 100,000 in population. [In 

this brier period, the total ratio of British Columbia's 

Population to that of the Dominion has risen from 1] per 
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Columbia is the third largest producer in the Dominion, 
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ated 


MR. O'DONNELL: Q, Mr. Norris, I Suppose that the 
influx in population ig due, in no small measure, to your 
favorable climate which prevails here for 4 considerable 
part of the year? 

a, | «(YeS 
Q. And people flock here from the Prairies? 
A. Yes, and even from Montreal! 
@. Yes, even from Montreal, because British Columbia 
is recognized as being a very favorable place in which to live. 
Now, on the next page or two, in the same document, page 
56 under the heading "Business Conditions in British Columbia", 
appears the following: 
"Preliminary statistics indicate British Columbia's 
pay-roll reached an all-time high during 1948, sur- 
passing the previous high established in 1947. Both 
the retail andwholesale Sales indexes continued to rise 
during 1948, with the retail index reaching approximately 
200, and the wholesale index being about 340. It might 
be mentioned that both of these series have shown a 
tendency to level off in the last few months of the 
year. Sales of life insurance - indicating saving - 
have shown 3 Slight decrease, possibly indicating a 
greater volume of consumer goods available. The 
Population has shown a Steady increase, reaching 1,082,000 
ae OAR. 
The net value of production, which includes both the 
primary and secondary stages, continued upward, reaching 
a new high in 1947, and present indications are that a 
further substantial increase will be shown for 1948, 


The cost factors of production have continued to rise; 
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wages and rents have increased a moderately: and 
Wholesale and retail price indexes continued to climb 
at a rapid rate, with signs of Slackening toward the 
end of the year. Bank debits, in part refieccineg 
rising prices, Speculative activity, etc., have risen 
Steadily, but at a Slightly slower rate than in 1947, 
Power consumption has Shown a large increase, 
reflecting the increased industrial activity in 
British Columbia. 
Practically all of the important business indicators 
reached new peaks in 1948, and showed that British 
Columbia's economy is operating at a new all-time high. 
There has been little doubt as to the prevailing 
Bien level of activity during 1948, as production, 
employment, and pay-rolls continued to show gains over 
1947. Production in some lines seems to have Satisfied 
effective demand, and consumer Spending is giving signs 
of tightening, although the géneral level is still 
higher than last year. While the dollar value of retail 
Sales has increased in 1947, the volume of gales is 
lower in certain fields - hemely, Ment se-cicthine. family 
clothing, and shoes - inventories seem to be climb ne 
faster in these business groups than sales, 
The outlook for 1949 is favorable, as money income 
continues to grow and the rate of business Spending is 
Still very high. Notwithstanding the indications that 
the rate of economic activity is tending to slow down, 
the over-all volume of activity in British Columbia 

for 1949 should continue at a high level, and it 


1s hoped will equal that of 1948." 
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Py ge Mr. Norris 


A. That is his 1949 Speech, 

Q. Yes, it was the latest one available, 

A. It should be remembered that that should be 
conditioned by two things: A)rhat he was conditioning the 
people for some taxation, and he was also conditioning them 
for an election. 

Q. ( B) ana he was certainly indicating to them that they 
might be able to pay more taxation because they were go 
prosperous, and because things were going so well, 

A. And he was conditioning them for an elections too, 

Q. And I understand he was Successful in both of those 
aims, was he not? 

A. Yes. 


Q. And at page 57: 


" NET VALUE OF PRODUCTION IN BRITISH COLUMBIA 
Years 1946, 1947, and 1948 
Dominion Bureau of Statistics Data) 
H7O (final). ....... Pear $591,478, 855 
Pee eorimate) i. byt ee. TEs 000, 000 
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2728 Mr .Norris,cr,.e3 
That is why I read all these figures, because it 
occurred to me that you might be willing to go along with 
me in the suggestion that British Columbia haa certainly gone 
ahead very rapidly? 
Aeon. Mes 
Q. Now just one other official publication of the 
province.on I might Suggest that Mr. Brazier provide copies of 
this, as an exhibit; it is the Report of the Department of 
Trade and Industry, for the yearending December 31, 1948, 

MR. BRAZIER: Mr, Chairman, might I Suggest, that in 
view of the rather lengthy extract whichhas been read from 
it, the Commission might wish to have the "Budget Speech" 
Piledieasi anexhibit. Ir So, I will be happy to obtain the 
necessary copies and place them on file. 

MR.O'DONNELL: That will be fine. 

Mie COVERT: If you, are going to do that, then 
might we not call the Budget Speech exhibit 35 and the 
Report of the Department of Trade and Industry for the year 
ending December 31, 1948" exhibit 36? 

MR. O'DONNELL: The Budget Speech will be exhibit 
35 and the Report of the Department of Trade and Industry 
for the year ending December 31, 1948, will be exhibit 305 

EXHIBIT 35: Budget Speech of the Hon. Herbert 

i Giese juc @nscomb, delivered. Feb. Bou OKO. 


EXHIBIT 36: Report of the Department of Trade and 
Industry for the year ending Dec. Shy 
1948, 
MR. BRAZIER: Mr. Chairman, I am not sure that I 
Shall be able to have them here before our sittings close 


in Vancouver, but I shall see that they are forward 


to you immediately upon receipt. 
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2729 Mr. Norris, cr,ex 


THE CHAIRMAN: Very wel 
MR. O'DONNELL: Q. At page DD-26 under the heading 
of "Review of Business ctivity in British Columbia" in 
the Report of the Department of Trade and Industry, it reads: 
"While final Statistics are not yet available, 
preliminary statistics indicate that British Columbia's 
economy is running at a new all-time high. Business 
eactivity.in. all phases of British Columbia indus try 
has shown increases, with the value of production in 
ai1_ four. basic industries expected to reach new highs 
in 1948, >ressure of production continues to dominate 
the British Columbia Scene and productive capacity 
is attempting to meet this demand occasioned by a 


high level of purchasing power," 


The four basic industries referred to are agriculture, 
forestry, mining and fisheries. And inasmuch as the report 
is now to be an exhibit, I think the Commission would be 
interested if they turned to page DD-24 and DD-25, where 
there is an array of graphs showing the progress which has 
been made. And I woula like to direct attention to DD- 6 
where there is a graph showing the progress since 1920 right 
through the years to 1948, 

In 1920 the production, in millions of dollars in 
British Columbia's primary industry, was $150,000,000; and 
it dropped to a low, in 1932, of “110,000,000, I imagine, 
in that area; and now, sin 1948 it has gone to a high of 


approximately $650,000, 000. 
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Or", That is why I was at & Slight loss, Mr. Norris, 
to understand why you people here really felt that you 
had not developed quite as much es [I thought you had, 
reading from these official “documents? 


A. mess all Pieht. 


eB) 


Would you be good enough just to BOON tO 
page 5 --- 
A Just on that "A", Mr. O'Donnell, you remember, 
of course, that the mountain differential was there 
during that period. 
Q. Yes; that draws my attention to something. 
I forgot to mention this fact, that it should be 
remembered that in the 1948 figures which TI mentioned 
as having come from page DD-26, in 1948 for nine months 
the 21 per cent increase was in effect, andedm the 
interval, as Mr. Norris Says, the mountain differentieal 
has been removed, but, notwithstanding that the 21 per 


cent increase was in effect, the unretarded development 


ras Such as is set out --- 


A. A lot of pioneering people here, too, hardy 
people. 
Q. I know that --- good people. At page 5 


2 ii 
again, Mr. Norris, there is another heading, ‘“Unsoundness 
of Flat Percentage Increases": 


A. Yes. 
‘ I take it that you are aware of the fact that 
increases of that kind have been resorted to not only 
in our own country but in the United States? 
A, Yes. 
Q. And in England | 


A.I understand so. | 
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o. I don't know whether you have any more practice. 
way of doing things, but it has been found -- have you 
any Suggestion of anything more practical? 

A. No, I simply put it forward as a matter of 
principle. I say here is 4 Breat deal of power given to 
these corporations and they can do certain things; and Tt 
deads tows rate Structure that is all distorted. 

Q. But you agree with me that --- 

THE CHAIRMAN: Mr. O'Donnell, you Started to 
say, MB? has been found". 

MR. O'DONNELL: Q. ‘That that was a practical 
way of handling 2 situation whereby railways had to be 
Ziven added revenues, and that the practical way of 
doing -t was to allow a general increase, a percentage 
increase, on all commodities or on all rates, with 
whatever exceptions the regulatory bodies might see fit 
to make, but that, generally speaking, that method of 
according relief to railways, which have had to face 
Over different periods mounting costs of operation, was 
the method adopted not only in Canada but also in the 
United States and in Great Britain. 

fh. I don't know as to that, Mr. O'Donnell. 

MR. FRAWLEY: Mr. O'Donnell will of course 
recall to the iCommission's attention the fact that in 
the United States many, many exceptions were made. 

MR. O'DONNELL: I mentioned exceptions. 

MR. FRAWLEY: And maxima were applied to the 
bercentage increase in the case of certain basis com- 
modities, and I understand on. long hauls. 

THE CHAIRMAN: That is the very point I was 
Boing to ask you, whether the distance was taken into 


account. 
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MR. FRAWLEY: Yes: I would like to look at that 
pery parvicularly . Your lordship will find at the end of 
tre test Judgment of the T.C.C va long table of exceptions 
as to certain commodities, certainly as to certain 
commodities, and I will look more carefully to "see to 
what extent there were any exceptions made as to the long 
haul. Perhaps my friend Mr. Sinclair is more familiar 
with that. 

MR. SINCLAIR: It was done on the application 
Of the railroads, sir. That was the way their appli- 
G@ation went in. 

THE CHAIRMAN: You are talking now of the 
United States? 

MR. SINCLAIR: The United States: and there 
have been percentage increases without exception in the 
United Stetes rate history, just as there have been in 
Canada, and I will be prepared during one of the later 
briefs --- 

THE CHAIRMAN: You say just as in Canada; do 
you mean regardless of distance’ 

MR. SINCLAIR: Well, in Canada in some cases 
there were maxima. percentage maxima, and cents per 
hundred pounds maxima, but also in the United States 
that has been true, as Mr. Frawley said; but in the 
United States, just as in Canada, there have been 
Straight percentage increases. In these increases 
where there have been limits or maxima put on the 
application, the rate increase, that was on application 
by the railways and stated in their applications, and 


for particular reasons existing in the United States of 


the competitive condition existing between a number of 
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short roads. t-think that? s Study of a number of those 
decisions will show that. 

THE CHAIRMAN: A number of short roads 

‘MR. SINCLAIR: Short roads, yes. That matter 
was all argued before the Board on more than one occasion. 


MR. O'DONNELL: My Lord. 4f 26 woul interest 


the Commission -- and I am Sure they will have the 
information -- I have here copies of the 1.6.¢) judgments, 
and they are well known -- I agree with Mr. Frawley -- 


there are, as I Said, and I said with certain exceptions, 
that the percentage increase method of according in- 
creases to the railways had been resorted to not only 

in Canada but in the United States and in England. 
ehcidentally, in England, my information is, there were 
three percentage increases in the tay nose totalling 

55 per cent. We have had one increase of 21 pee Ceng 1h 
ef years. In the United States there were the following 


percentage increases, from the lst of July; 1922, 


totalling 70.2 per cent accumulated increases: 
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THE WITNESS: Mr. O'Donnell, may I ask here, 
eet Suggested, because all those increases have been 
made, that the principle is sound? 

MR. O'DONNELL: Well. 2 am just putting on 
the record the fact that that 28 che way it has been done. 

THE CHAIRMAN: Are you using the words "ex-parte'"? 

MR. O'DONNELL: Ex parte. The cases are 
headed "Interstate Commerce Commission ex parte No.loe, 
168,.” and sso on. That is the way they designate the 
case. 

THE CHAIRMAN: Does that mean that the appli- 
cations were not opposed? 

MR. FRAWLEY: They start. out ex parte. 


MR. O'DONNELL: Oh no, achat Ae merely the 


Case Neacing. They were very Strenuously opposed, and 
the judgment sets out the number of people there. There 
are pages of persons who appeared and contested. EX 


parte 162 has four and a half pages of persons contesting. 
THE CHAIRMAN: I was wondering what the ex- 
presssion "ex parte" meant. 
MR. O'DONNELL: That is the way the 1.C.C. records 
an application; they give it a number, and the number is 
designated. For instance, 162 is ex-parte 162, increased 
rates, fares and charges, 1946, and then right under that 
is ex parte No. 148, increased railways rates, fares and 
Charges, 1942, referring to the earlier case, and they 
have this continuing control whereby they carry them 
along one with the other. Now, in our own case, in the 
case of Canada, we have had percentage increases in 
1917, 1918, 1920, there were percentage reductions in 


1921 and 1922, and in the last case that Mr. Frawley | 
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referred to, where UVHO™ LAORO tins as certain exceptions, I 
have merely the mimeographed print of that case. The one 
that I have is the judgment which wags given on the 29th of 
December, 1948, and there the Board on examination would 
find -~ I will be glad to Set copies of these. 
MR. FRAWLEY: It is all available now in print. 
MR. O'DONNELL: Yes. I have not got the I.c.c. 
report number handy here, but, as Mr. Frawley Says, they 
appear in the I.c.c. PEeports:. The Board would find there 
that there were percentage increases, for instance within 
the eastern territory 6 per cent in this last Judgment, 
within the Southerh verritory 6 ber cent, within zone ] 
of the Western Trunk Line territory, 5 per cent, within 
western territory other than zone 1 of the Western Trunk 
Line territory 4 per Cente 0 end sd On, and then there 
were a number of exceptions and specific provisions, no 
question about that. But I merely would ask -- and I 
think Mr. Norris Gave me the answer -- the Board of Trade 
here has no Suggestion to make as to a more efficient 
manner of handling the situation than that which has 
prevailed, that is; Obie upiercent age dane 
THE WITNESS: We Say the principle is bad. 
Then we say that this Commission with its experts Should, 
ve think, with respect, go into it, and we, of course, as 
the hearings progress may have something more to say on 
it; I don't know. 
MR. O'DONNELL:Q.You say the princivle is bad, but 
you haven't any other Suggestion to make at this time; 
A. At this moment. 
And why would you say that the 


Q. I understand. 


Principle is bad? 
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A. Well, I would Say that the principle of putting 
ower of that sort into the hands of anybody is very bad, 
where they can affect the economy of a district, one 
district in Canada, to the advantage of another district, 
ena so .0n. It is a terrific power, you know. 

o. But, on the other hand, you agree that it isa 
ceiling, the rate as fixed by the Board, a maximum rate? 

A. I am speaking of what happens below that Cel Ling, 

Q. Well, you would wish, would you not, to allow 
Shippers and consignees and consumers to be able to dead 
with the railways concerning specific rates. 

A. To some extent. I think there should. be some 
check, and at the moment I have not sorted out the answer, 

but I do say this, that there is all sorts of pressure, 

I know that pressure is brought on the railways for LAULes, 
and that the railways in some cases -- I ado not blame 
them particularly for it, but because they needed good 
will in a business, needed business in a district, have 
given way to that pressure. That must distort your 
picture. 

Q. But so long as that is done under the cea ting 
and so long as the just and reasonable rate is fixed, does 
it make any difference? 

A. Surely it makes a difference, because it makes a 


difference as between parts of Canada. 


Q. I see. 

a And it distorts your whole rate picture. 

Q. Just one other question on this same paragraph 
Peepage 5. You say in the bottom line: 


"By the manipulation of rate adjustments, 
the transportation companies may force industries to 


move from one part of Canada to another and in fact 
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may destroy industries. 

Now, would vou say that industries had been forced by the 
railways to move from other Provinces into British 
Columbia? 

A. Laon tt know, but TI would say this, Mr.o Donnell, 
that in cases where the railways have had a great deal of 
Dower they have favoured one district where they had 
perhaps a great deal of investment, a great deal of inter- 
est, they have Pavoured a district as against other 
districts. 


Q. 


Well, would you say that they had favoured 
British Columbia? 

A. Districts; I am Speaking of districts in British 
Columbia. 

Q. Well, maybe you haven't looked it Up == I don't 
know -- but could you mention one industry which the 


railways had forced Say to move from another province into 


British Columbia: 


A. Well, I might Bive you that after discovery, so 
to speak. 
ae And on the other hand could you mention any that 


had been forced to move out of British Columbia into 
another province 

A. Let me put it this Way: 1 ¢ould mention, if you 
want instances, the great railway pressure at one Stage 
in the history of this province in favour of the City of 
Vernon as ag.inst the City of Kelowne. 

Q. Well, they have active boards of trade in both 
those cities and they are both trying to get their 
respective cities de eloped’ 


A. Oh, no -- well, they may have, but I Say they 
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ere subject to that pressure. 

Qo. Well, would they be changed under any System of 
rate-making that you could think of? Would not the Very 
progressive and aggressive people in the boards of trade 
in each community went to have their own community develop- 
ed, and put on such pressure as you refer to? 

A. Let me put it this way: I have known a ease in 
which the railways bitterly argued for certain increases, 
certain changes in the rate structure, on the Pround thet 
if they did not get them the railways would have a very bad 
time and so on, and then the very next year, when the 
industry has gone to the railway company with its hat in 
its hand those eoncessions have been given. 

Q. Have you any specific ones in mind? 

A. Well, if you will remember --- 

2. You are aware, I take it, Mr. Norris, of the 
fact that if there is discrimination, unjust discrimination, 
those who are discriminated against can have recourse to 
the Board: 

THE CHAIRMAN: Mr. O'Donnell, you asked Mr. 
Morris if he had any Specific cases in mind, and I would 
like to hear the answer. 

THE WITNESS: This is the general story of 

concessions given because of pressure, I take tg BEI 
Chairmen. that. is the sort of thing Tam talking about -- 
things that would distort the rate picture. In 1931 -- 
I think it was 1931 -- an application was made in the 
Okanagan for an amendment to Csnadian Freight Classifi- 
Cation No. 18, and the --- 

MR. O'DONNELL: Q. By whom was the application 


made? 
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A. The application was made by the Canadian Freight 
Association. 

THE CHAIRMAN: 9, By whom? 

Biv The Canadian Freight Association. Lhe aopl ican 
tion then was to advance the rate on apples in bulk for 
consumption in the fresh State from the 8th class to the 
5th class; that is really what it amounted GO. Now, on 
that application it Was argued very Strenuously that that 
change was Vane! Ls necessary to the railway, and at that 
time the Railway Board saw fit to grant the change. I 
think it was the next year or the year after ~- within a 
very short time; I can perhaps get the dates and SO on =<- 
within 2 very short time the fruit industry was able to 
get concessions in respect of that very matter, which the 
railways head so Strenuously urged was vital to their 
carrying on or was a vital matter to them. 

Q. Well, I suppose representations were made to 
the railways by the industry? 

A. Ney 

Q. Saying that there should be a change 

A. Yes surely: 

Q. And it may have been in the interests of both 
parties that there should be one? 

As Yes, sure. 

). But in all cases those changes of classifica- 
tions have to be approved by the Board: 


A. Yes. 
Q And the Board would have gone into the matter 


and approved it or disapproved?it 


A. No; I think a commodity rate was fixed in that 


case. 
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Q. Oh, well, that ic something elses we are talking 
about a change in classification. 

A. No; I am not talking about 2 change in classifi- 
cation. 

Q. Well, that is what I understood you to Sayy. tise 
Beal the Cah uA. Classification No. 18 was amended. 

foe THYS «was. a change in classification, Yess tehat 
is true. 

Q. I merely suggest to you that any such change 
would have had to have the approval of the Board? 

A. But there wes no change in classification, 

Q. Then you are talking of another matter? 

A. f am talking about concessions obtained from the 
railways under the class rate. 

Q. You mean by the IMstLtution of commodity rates 

A. Commodity rates. 

ie At the request of some shipper? 

A. Surely. 

Q. To help the shipper? 

Py: Surely. 

Q. Do you object to thet kind of co-operation on 
the part of the reilways with the shippers? 

A. Well, that is governed by all sorts of hinges 
by the pressure that may be brought by one particular 
industry. 

Q. But so long as all that is done under the 
ceiling of the just and reasonable rate; is it not in 
the interests of business that there should be Plexi pice 
end freedom of action? 


A. Well, I disagree with the proposition of 


flexibility to that extent. 
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Q. Now, would you go to the extent that we heard 
one witness suggest to the Commissioners the other day, 
and that is that all commodity rates, all competitive 
rates, should be &pproved by the Board before they could 

accorded to the shippers 

A. iam not a rate expert, Mr. O'Donnell, and T 
would not and do not think a thing of that sort would be 
feasible, but I think there is some thing.-=< 

Q. You do not think that would be feasible? 

hs iecdoubt if) 46° would be feasiblet 

Q. I thought that your members would not consider 
that feasible. 

A. Negebub I dao Say, though, that there is room for 
adjustments, and adjustments which do distort the general 
rate picture and the principbese-=3 

THE CHAIRMAN: 9. Then Should that room be 
removed? That is the point. 

AY. Pardon me, Mr. Chairman? 

Q. Should that be done away with? Should there be 
no room for any concession: 

A. I do not think you can make a thing as cast iron 
as that, but I do think that it is too broad, you see. 

I think the discretion given to the railways is not hedged 
in sufficiently by safeguards. All sorts of pressure ig 
brought to bear on the railways in respect of these matters 
by local industries. 

MR. O'DONNELL: %. Well, isn't that, Mr. Norris, 
characteristic of any trade or any industry? 

A. Surely itis: 

Q. A buyer and a seller always have their respective 
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trying to get a little bit better deal from the other: 


Be. Who is the buyer and who is the Seller? 


Q. The shippers in this instance are the buyers of 
transportation. 

Ay You are Speaking of the Shippers and the railway 
company 

. Wee ia, ain Simply saying there is no difference 


in the railway situation in transportation than in any 
Other industry? 

A. Oh, yes, there is a terrific difference beceuse 
Cie -raidwaye J. 

Q. Other than the regulation by the Board in the 
first instance: 

A. Well, but the railweys have terrific powers, 
and they are almost a Semipublic institution. 

Q. Well, they have powers. 

A ee teal not purely buying and selling; then you 
would not have any Railway Board. 

Q. No, but the Railway Board is there, as you 
understand, I am sure, to see to it that there “16 in 
each instance for every (bit “of Transporva vionee just and 
reasonable rate fixed. 

A. Yes, but look around this room, and do you see 
the proprietor of a small industry whose business is being 
affected gradually by the rates against him? Do you see 
him coming here before this Commission, or before the | 
Transport Board, and effectually, when you gentlemen come 
out here from the east, you and Mr. Evans and all of you -- | 


what opportunity hes he I am speaking of the single 


man with a business who is affected, and this creeps up 


on him gradually, it affects him this year and next year | 
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and next year, and he is affected by these Changes and he 
has a terrific time. It is almost en insuperable task 
for him to come here and argue his case before the 
Transport Board. 

ap Well, there is nothing to prevent him coming, is 
there? He has been invited by public notice to come, and 
h Edmonton, as I remember --- 

A. And he is met here by the railway counsel. 

Q. People who talk with him and chat with him? 

A, Sure. You are the most pleasant people I know, 
you see, but at the same time you do your job, and you have 
your statisticians and so on, and this little fellow comes 
in and he doesn't get to first base. 

Q. Then he has Mr. Covert and all the statisticians 
of the Commission to see that his case is presented properly. 

A. Mr. Covert is not here in 4 case of thet sort. 

THE CHAIRMAN: Q.- Can you suggest anything, Mr. 
Norris, to better such 2 COndi tion? 

A. Well, Mr. Chairman, I have Suggested, and it is 
iInplicit throughout this brief, that perhaps at a little 
later stage we might be given an Opportunity of remedying 
hat. This is all preliminary, and I have 10pened the 
Subject. 

MR. O'DONNELL: Q. But you were not aware of 
the fact that at other sittings of the Commission small 
people did come and did make their representations? 

Oe You see, I am talking about the Transport Board. 

Q. I see; not this Commission 
A. No; I am speaking about the small man who has to 


®me before the Transport Board. He can come before the 


Transport Board, certainly he can come before the Transport 
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Board: then you and Mr. Evans and all your cohorts are 
here, and he ig Stage-struck. 

Q. Wei .. Ghat.is: not the way it works. 

A. You see, you lawyers are difficult to.deaq with: 
-alds find. that.. 

Q. But that is not quite the wey it works, is it? 

A. Vel yed G Ass 

Q. Because I have heard the Chier Commissioner say 


On ocecasions, "If you have a complaint, notify the Board” — 


MR. FRAWLEY: Send 2 postcard. 

MR. O'DONNELL: ©, Send a postcard, as Mr. Frawley 
Bays: The Chief Commissioncr Said, "Just send us a post- 
@rd indicating the complaint," and under the law they have 


to look into it and they do look into it; isn't that soe 


A. I know. 
Q. Now, can you Suggest any better method of doing 
it I think that is what would interest the Commission. 


MR. FRAWLEY: To postcards. 


MR. O'DONNELL: You mean one with a return 


address? 
Q. Have you any other Suggestion: 
A. Well, we will give you something. 


(Page 2753 follows) 
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@ All right, we will leave that, At page 6 you say: 
tan. the past, at rate hearings the transportation 
companies have considered it Sufficient to prove gen- 
era) Prosperity in certain industries as warranting 
rate increases," 
Do you think that is quite correct? 

Poe Nello C yes... T do, because I heard youn 1047. 
Witness after witness Came up and you said, “are you not 
making money in your business? You are all right; you are 
making money," 

Q I was trying to show that a half a cent a pound, 
where he was making probably 8 cents a pound, did not mean 
anything. 

A When you and Mr, Carson came in with your astro- 
nomical figures on cost -- 

Q I did not have any. 

A me the poor fellow could not possibly follow your 
figures, 

Q I did not have any of those, 

4 He could not effectively present his case. Mr, 
Frawley will remember, 

Q I am sure the Vancouver Board of Trade would agree 
that getting a rate increase was not quite as Simple as it 
is stated there in that sentence I have Just read to you, 

A I do not say it is Simple, I say you people see 
it is not Simple. 

Q Let me put this to you. When the costs of operation 
of your members, the businessmen, manufacturers and pro- 
ducers of Vancouver, went up, as they did, very considerably 


dn 1945, 1946, 1947 ana 1948, what did they do other than 
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to raise the prices of their products? Is that not what 
they did? 

A Yes. The Board of Trade is not objecting to 
proper financing for the railways. 

Q That 26°°> fine. 

A We have made that clear, We say that is fine. 

Let me give you an example, We say we are like the patient 
who has a pain, and he has tried Dr.O'Donnell and Dr. 
Evans, 

Q Dr. Norris, 

A He has this pain that continues, so he comes before 
the clinic, which is this Commission of experts. He comes 
there, and he is not quite sure whether his Dain 13 due 
to the treatment these two doctors have given him, which 
they told him was good for him, or whether it is due to 
Something inherent. He comes here and he says, "here is 
the story. Let us try to find out what Jit the valieabout." 
We are all together here. You are the doctors and we 
want you to help us out. We are all sitting around here, 
but we have still got the pain. 

Q I don''t know what pain you have right at the moment, 

MR. FRAWLEY: A great many pains, 
THE WITNESS: Perhaps you do not realize what 
happened yesterday. 
MR. O'DONNELL: Q. I do not know anything about 
yesterday. That was another day. At page 6 you say: 
"Im this connection regard should be had to the 
variable factors in different parts of the country 
and affecting different industries." 


What does the Vancouver Board of Trade wish the Commission 
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to understand by the words "variable factors” ? 

A Where is that? 

Q Page 6, in the middle of the page, 

Vin this connection regard should be had to the 
variable factors in different parts of the country 
and affecting different industries," 

A All factors which affect industry, special condi- 
tions arfecting particular industries, [In other words, 
we are talking of the all-Canadian picture again. We are 
trying to put that before the Commission on an all-Canada 
basis. A little later we talk about truck compelled com- 
petition in the other provinces, and so on. LG ee WE IED 
those things. 

Q You have no Special variable factors in mind? 

A NO, am Speaking of the all-Canadian picture and 
that is all, a plea with regard to the whole of Canada, 

Q You may have some other more definite views later, 
Pat that is 3174 you want to say on that at the present 
time. At page 7 reference is made to the wage scales? 

A Yes. 

Q You say: 

"Wage scale increases before being granted should 
be subjected to Severe scrutiny, having regard to other 
eosts," 

Surely the Board of Trade does not suggest that they are 
not subject to severe Scrutiny? 

A I should like to be sure about that. What was 
the date - in July last year year you remember the trans - 
portation companies were - there was a strike threatened. 

Q Yes, 

A We quite frankly -- 
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Q That was threatened because the railway companies 
had refused to grant the increase? 

A Yes. We quite frankly thought that the thing was 
going to be battled out, or that it would be straightened 
away, and that in some way there would be some concilia- 
tion, some effort really put forth, What happened? The 
first thing we knew the railways conceded the demands of 
labour, and then that was followed by an application for a 
rate increase at once, 

Q When you say there that you thought it would be 
battled out by the Canadian Railways I take it for granted 
that the view of the Vancouver Board of Trade, which is a 
very important board of trade, is that in that particular 
case the application should have been resised at all. costs? 

A We do not Say resisted at all costs. 

Q Battled out? 

A What we say is that the thing was Suspiciously like 
this sort of proposition, "we will pay the increase and 
tag it on to the rates." 

Q Where did you get that impression? 

A Because of the Sequence of events. 

Q What sequence of events? 

A The sequence of events, as I recollect it - and I 
am Subject to correction - is that in July, 1948 - I think 
it was July; perhaps you can correct me -- 

Q Cease lt Seal ukhinks 

A A strike was threatened, and as I recollect it 
trains were Stamding by to pull people out of Lake Louise 
and Banff and places like that. They were going to get 
out of there when they could. 


Q Those are summer resorts? 
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A wemeaso that the traffic could move, clear them 
out, and then Suddenly the whole thing ended and the dem- 
ands were granted, and there was an application for a ip. 
per cent inerease, I think it was, in rates, 

MR. SINCLAIR: Twenty per cent. 

THE WITNESS: You asked for an interim 15 per cent, 

MR, O'DONNELL: "/ts that the extent to which you 
inquired into what happened in that particular case? 

A Mind you, I am not Saying - I am Simply Saying 
there was a Sequence of events. We Simply say before 
these things happen - we are not saying you did that 
because you gave in unduly. Perhaps you did not. Perhaps 
you fought it and perhaps you discussed ba 

Q Did the Board of Trade make any inquiries about 
that? 

A How could we make any inquiries? I ask you that. 

Q I imagine with the ingenuity of these very progres- 
Sive businessmen that they would easily find ways and 
means of making inquiries? 

A No, we do not Oppose proper wage increases, Let 
uS make that quite clear. Nor do we Oppose proper rate 
increases, but what we do say is that it is not sufficient 
to say, "oh, well, we will pay this and then tag it on 
the rates," 

Q The point is I should like to know who said that? 

A I will say this, that I will refer you again to 
that table on page 8 which shows that the wage scale 
increased inordinately in comparison to the lowering costs. 

Q@ There is no wage scale shown there. | 


A You can see the wage scale there, wages of steam 
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railway employees, 

Q Let us put it this way. Would you say it was the 
concensus of opinion of the members of the Vancouver Board 
of Trade that that wage increase last year, which the 
unions presented to the railways ,should have been resisted, 
come what may? 

A Why say "come what may"9 

Q Because there was a strike threatened for July 15, 
as I remember the date. 

A VYesyeduly-15, 

@ Should the railways have Said, "we will not grant 
that increase"? Is that your view? 

A No, we do not Say that. We say there was a serious 
Situation with which you were faced, but we are not con- 
Menced, that. taking into consideration the interests of 
the whole country, that you perhaps could not have done 
Something more about it. 

Q I am asking you that because of the fact that, as 
I read the newspapers a few days ago, a similar Situation 
1s about to occur. Demands for further increases have 
been presented, and are in the process of being pressed 
for by the unions. Would it be the view of the Vancouver 
Board of Trade this year, taking into consideration the 
change in the cost of living index, if any, that the 
application by the unions this year should be resisted? 

A Oh, I do not know that;that is a matter for you, 
We do not know that, but what we say is that you should 
See to it that every time a wage increase is demanded and 
@ strike threatened you should certainly be prepared to 
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Q I am asking you how much you want the railways to 
stand up and THe Galt ne they to fight it come what may, 
because that is about the extent to which they would have 
to go? 

A It is a bad Situation for Canada. 

Q I agree with you, and I am asking you if you have 
any view as to a remedy for it. Has the Vancouver Board of 
Trade any Suggestion that might be made concerning that 
matter? 

A My recollection is that a remedy was found in the 
United States when a Similar situation occurred, 

Q Just one more question on that same point -- 

A I am saying this, that the whole of Canada should 
not be under the domination of any particular class of its 
citizens, or of the railways either, 

Q I go along with that. 

THE CHAIRMAN: Q. Will you please give us the refer- 
ence to the United States Legislation? 

A teem not Speaking of legislation. I am Speaking 
of the action taken by the President - when was it - two 
years ago, 

Q And the coal miners? 

A And the coal miners, and so on. I want to make 
it quite clear again that we do not know whether or not 
these wage demands were proper. We are not saying wage 
demands should be resisted at all costs. We do Say that 
the position should never be that the economy of Canada 
Should be under the .control of any one class of its 
citizens or of the railways. 


MR. O'DONNELL: Q. I agree with that, but is it 
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not a fact, Mr, Norrig5® thace in the United States wage 
increases to the railway employees have been higher than 
they are in Canada? 

A I don't know anything about that. I am Speaking 
of principles, 

Q You say: 

"Wage Scale increases before being granted Should 
be subjected to severe Serutiny....% 
Scrutiny by whom? 

A By the railway companies, 

Q You do not think that the railway companies do not 
PcCrutinige very fully and very carefully these demands? 

A if bersonally think on that occasion they were under 
the lash, and they felt they -- 

Q That may be the Paets Being in that position, under 
the lash, what would the Vancouver Board of Trade Suggest 
Should be done? 

A I suggest you do your best to get out of it, 

Q That is the only consolation you can give us? 

A iiieie, desea WIT cea help you. You may have some 
legislation in mind that would help you. You may have 
Something, 

Q I have not anything? ata yah on page 13 you deal 
with the importance of Separate accounting in respect of 
various activities ofthe railways. You Say there that 
the confidence of the people in the efficiency in operation 
of the Canadian railways has been badly shaken. Rightly 
or wrongly, you Say that. 

A I say "rightly or wrongly." I think that is a 
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Q Is it not a fact that during the war and since the 
Canadian railways have done their Mob tin is manner second to 
no other railways in the world? 

A I would think so, f[ think that is probably correct, 

Q ALP right; leave it ate that. 

A I am simply Saying this, Mr, O'Donnell, that all 
these battles year after year between the railways and the 
various provinces are bad, 

Q That may be, but on the Other hand, Mr, Norris: == 

A And they do not help the railways and they do not 
help the provinces, 

Q I agree with that. It would be nice to get an 
easier way, but on the other hand how would you suggest 
that rising costs of Operation should be met by the paay- 
ways other than by increasing the cost of their product 
in the same manner as anybody else? 

A I think you are particularizing the matter too much, 

Q That was the only subject at issue. 

‘A No -- 

Q That was the only thing in issue. 

A Ne, this Commission is making a study, as I under- 
Stand it, and they want you to help them, and they want me 
to help them, and all of us, aS much as we can, 

Q aia “Ls! ri ght. 

A I am simply making the broad Statement that the 
continual ballyhoo, if you like te-put- At that way, that 
takes place at the time of a rate hearing, in connection 
with rate hearings, is not good for the railways or the 
provinces, 

Q There is no doubt about that, and if it could be 
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any simpler way to Suggest? 

A In this connection I say you could help by telling 
the people all about it, telling them a little more, [I 
think your public relations have been bad, 

Q They may be; I don't know. 

A Generally; I do not mean recently but throughout 
the years, 

Q Do you read the annual reports of the Canadian 
National Railways? 

A Soren. - and the Canadian Pacific. 

Q Do you Suggest there should be any more detailed 
report? 

A I don't know. Mind you, I am now speaking of the 
resistance that was apparent at the time of the last rate 
hearing to getting any figures, 

Q The resistance was by the people who Suggested 
that they should not be asked to pay more for a product, 
the cost of which had gone up? 

A I am Speaking of the efforts of the Provinces, par- 
ticularly of the province of Saskatchewan, Mr, MacPherson - 
I do not know whether Mr, Frawley was a party to it - to 
fet some figures from the railway companies, 

Q Did you look at what was obtained from the railway 
Companies by way of figures? 

A Pardon? 

Q Did you ever take the trouble to look? 

A At what they did give? 

Q Yes, 

A It was like pulling teeth, a pretty tough proposi- 


Q The record stands higher than I do, Mr. Norris, 
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I don't know about that. 

A Desay it is because of the resistance of the rail- 
ways to Supplying that information, which was publicized 
throughout Canada, that people lost confidence, They 
thought, "there is something wrong with the operation of 
the railways," 

Q I just want to ask yOu one question now concerning 
your suggestion on page 13 which reads: 

"In order that such confidence may be re- 
established and maintained, the transportation com- 
paniés should make it abundantly clear that their 
accounts do, in fact, make a complete and full dis- 
closure of their operations in the respective fields 
of endeavour," 

Do you know of any corporation anywhere that is audited 
more fully and completely than the Canadian National Rail- 
ways? 

A I might give it some consideration. Remember 
first of all ‘the Canadian National Railways is a public 
corporation, 

Q That is right, and the fullest information should 
be given and is Ziven, in my view. I am asking you to 
begin with if you know that the Canadian National Railways 
is audited by its own auditors? 

A Yes, they are probably very good auditors, 

Q@ George A. Touche and Company, and then it is audited 
On behalf of the parliament of Canada? 

A Let us put it this way. If there is anything more 
that your railway system can find out that they could give 


to the public, then I suggest that they do that and give 
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them everything. 

Q I agree with you fully. I am Just asking you if, 
in the light of the Sta tement you make there, you are 
aware of the fact that the accounts of the Canadian 
National Railways, to begin with, are audited by their own 
auditors? 

A Ledid not say they were not. 

Q I am asking you if you knew that, and that second- 
ly they are audited by auditors appointed by parliament 
each year? 

A Yes. 

Q Under the. CN, -C., P Act, and thirdly that they are 
Subject to the most minute examination each year by the 
railway committee of the House of Commons. 

A That is probably so. 

Q Do you suggest to this Commission that they should 
recommend that anything more than that should be the rule? 

A I suggest that you just be a little more generous 
with the supply of information to the people, .sortngs 
they will not get the impression that you are hiding some- 
thing. 

MR. EVANS: Nonsense, 

MR. O'DONNELL: Q. No one could get the impres- 
Sion anything was hidden so far as I am concerned, 

A I don't know what Mr. Evans is muttering about, 

MR. EVANS: I am saying "nonsense". 

THE WITNESS: I am giving you the impression that 
the people of Canada have,and they have that impression. 
You could look at the headlines in the papers in that 


period and see that. 
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MR. O'DONNELL: Q. (ALT am talking about -- 
A You are Speaking for the C.N.R. 


Q I am asking if you have any Suggestion other than 


A You do not Suggest I am talking nonsense. 

Q I do not have to Suggest anything. I am asking you 
if you have any statement to make to the Commission as to 
“any more stricter and more rigid examination of the Cana- 
dian National accounts than is presently provided for by 
statute? 

A I say the next time you have a rates hearing be a 
little ee with the people who want to get your figures. 
Q Well, let me ask any of my friends here if they 

did not get the fullest information, 

A From the Canadian National Railways? 

Q Yes. 

MR. EVANS: And from the Canadian Paciaic. toa, 

MR. O'DONNELL: Mr. Frawley will agree with that. 

THE CHAIRMAN: The briefly simnly says, "it should 
be possible to show in simple terms and separately" 

THE WITNESS: "Separately" is important, too. 

THE CHAIRMAN: "In respect of rail and water trans- 
portation and hotel activities and other services such as 
telegraph, express, motor traffic and ancillary services.,," 

MR. O'DONNELL: Yes. 

THE CHAIRMAN: "The full picture of revenue and 
expenditure", and so on. The point is do your statements 
and your audited reports show these services Separately 


and fully? 
MR. O'DONNELL: I think they show them. 
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THE WITNESS: And simply. 

MR. O'DONNELL: I will be glad to provide the Board 
with copies of these reports which I think are Very Rul. 
and comPlete, 

THE CHAIRMAN: That is the only suggestion here, 

MR. O'DONNELL: That is rient., but 1 was merely 
asking if he had any -further Suggestion as to something 
more that could be done than is being done. 

THE WITNESS: Perhaps we can take it under advise- 

ment. 

MR. O'DONNELL: I will be glad to leave it at 
that. Thank you Very much. 

MR. COVERT: Do any of the provincial counsel wish 
to ask any questions? 

MR. SHEPARD: I have none. 

CROSS-EXAMINATION BY MR. FRAWLEY 

Q Mr. Norris, I should like you to explain one matter 
at the foot of page 10 where you call attention to the 
actual railway mileage from Vancouver to Edmonton, and from 
Vancouver to Calgary. Is the suggestion implicit in that 
that there should be a sort of interchange between the 
railways, that the one having the shorter mileage should 
haul the traffic as against the one having the longer 
mileage? 

A Yes, either way. 

MR.SINCLAIR: I think it is only fair to tell the 
Commission, and the learned gentleman who is appearing for 


the Board of Trade -- 
THE WITNESS: I am not appearing for the Board of 
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trade. I am the President of it. 

MR. SINCLAIR: Ags advocate and witness combined -- 

THE WITNESS: Ig that very fair? 

MR. SINCLAIR: I am addressing my remarks to the 
Commissioners. I was about to give some information in 
regard to this matter. 

THE CHAIRMAN: What is that? 

MR. SINCLAIR: I was going to give the Commission 
some information with regard to this matter which I think 
Watt be helpful. It has to do with the question raised by 
Mr. Frawley. For many years grain from Canadian National 
points around Calgary has moved by the Canadian Pacific to 
Kamloops, and is then turned over to the Canadian National. 
Canadian Pacific grain from around Edmonton is turned over 
to the Canadian National, hauled by the Canadian National, 
and turned back to the Canadian Pacific at Kamloops. This 
comes to a very substantial tonnage. 

MR. FRAWLEY: What happens to the grain off the 
N.A.R.? Does it all travel via Canadian National to Van- 
couver? 

MR. SINCLAIR: I will make inquiries as to that, 
I do not know now, but I will put it on the record, 

MR. FRAWLEY: I was going to call the witness! 
attention to that interchange on grain. I take it your 
Suggestion is that other traffic be treated in the same 
way? 

THE WITNESS: That is right, other traffic in the 


Same way. 
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EXAMINATTON by MR. COVERT 
A SEIION by MR, COVERT 


Q Mr. Norris .,° wid you turn first to the firstsparea - 
graph on page 3 of your brief? 

A The first paragraph? 

Q Wes, lin that you refer to the haphazard growth of 
the rate structure. 

A Is that page 3? 

Q I thought it was. 

A Oh, yes. 

Cerenrid (vow say: 

Mahe haphazard growth of the rate structure in 

Canada has been due to the fact that such a wide dis- 

cretion has been left to the transportation companies 

resulting from the practice of granting flat percenta e 

increases, and because that wide discretion under the 

Ceilings") .. 

A Under the‘ ceilings. 

Q "--fixed has often been exercised on considerations 

of expediency, on political considerations and often 

as a result of local pressure." 
When you refer to local pressure you mean the pressure of 
industries? Is that correct? 

A Yes, or people like boards of trade. 

Q Would you care to give examples of expediency and 
political considerations? 

A That is the same thing. I Suppose expediency is 
the result of local pressure. Very often it is a question 
of what is the easy thing to do, and how can we retain the 


800d will of this district. 


@ Then, Mr. Norris, as I understand it what you really 
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Say is that because the Board only fixes maximum rates 
there is that field where the railways have the power to 
come down, and are you perhaps Suggesting that the Boara 
Should also fix minimum rates? Is that what you have in 
mind? 

A Well, I don't know about that. I should like to 
reserve judgment on that. Perhaps we can put something in 
on that later, 

Q You seem to Say that the railways have wide dis- 
cretion? 

bj LeaThatet sari cht. 

Q I think the Commissioners would like to know whether 
you are suggesting that rules be drawn up limiting that 
discretion, or whether there should be a floor? 

A Something of that sort. We would like to give that 
further consideration. There might be some amendments to 
the Act or there might be rules that could be made which 


would put a brake on the exercise of that discretion, 


Page 2770 follows 
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Q. That may be the way to do it, I do not lmow. 

There have been some suggestions that the railways should 
have freer control than they have; and you disagree with that? 

A. I disagree with that. I think the principle is bad, 

Q. Now, then, the last Paragraph on page 3; you say: 

"A realization of that responsibi‘ity.... 

A. That is, as to Service, 

Q. "A realization of that responsibility should stay 

an effort by the transportation Systems to seek 

through rate orders, that, which when the require- 

ments of modern services and the burden on the public 

paying the transportation rates are disregarded, 

amounts to indirect Subsidy." 

I am afraid I do not quite understand that. I wonder if you 
would explain it? 

A. All I mean is: That if they do nots 42 they get 
more in effect than the service they are giving justifies, 
then they are being subsidized. That is all. 

Q. I see 

A. Idonot know whether you have seen the 62nd annual 
report of the Interstate Commerce Commission; but they make 
this statement: 

"For a number of reasons, the railroads in their own 

interests must not rely or expect us to rely solely 

on what their costsheets show. Rate increases may be 

carried to the point where they are largely self- 

defeating. Viewed from a broader standpoint, continuing 
and large advances in rates work changes in the national 
economy which, on the whole, should be avoided where 


possible. Whether transportation is cheap or dear in 
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terms of other Prices, the flow Of goods into our 
characteristically National markets and the 


economies flowing therefrom Will be checked," 


Q. And you agree with that Statement? 

®. J think it $s a fair statement. 

Q@. I take it that so far as we have Sone, the main 
point which the Board of Trade is making is: That there 
Should be greater control over this freedom below the ceiling? 

A. No: I do not perhaps go that far. We Say this is 
a matter which should be explored because we think the 
principle is pag: 

@. Now, at page 4, 1 think, you again refer to the 
principle of the 21 per cent case? 

A. What is that? 

Q. The principle of the flat increase, 

THE CHAIRMAN: What page is that? 

MR. COVERT: I think it is page 4; perhaps it is 
page 5, 

THE WITNESS: That is the same thing we were talking 
about just now. 

MR. COVERT: Q,. Yes; and at the bottom of that page, 
and perhaps at the top of the next one, you made the statement 
that they have this power to force out of business. I under- 
Stand from the previous cross-examination that you are not 
Prepared to give examples of it. The power is there? 

A. The power is there, and there is the old principle 
that absolute power corrupts absolutely. I do not know. 

MR. SINCLAIR: It is a cliche. 

MR. COVERT: Q. Is the power in the railways, or 
10 you say it is not limited sufficiently by the Board of 


Transport Commissioners? 
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A. It is in the railways, although it is limited by 


Statute as to unreasonable Provisions, bute tn practice, it 


MR. O'DONNELL: Let him send his sister, 
MR. COVERT: Q. I am not talking about appearing 
before the Shou Meron 

A. I say that the power becomes absolute, because it igs 
So difficult for the small industrialist to present his case, 
that that is what it amounts to, 

Q. ‘nd therefore, when a railway makes an application 
for an increase, you think it is pretty well bound to go 
through? 

A. I think that history shows that, 

COMMISS IONER INNIS? <2". Tan not quite clear on the 
Same point: at the bottom of page 5, and on page 3, the two 
upper Paragraphs; it seems to me that they are a Die 
contradictory, I wonder if you would say that the changes 
Which might be made by this Commission, Or by any other body, 
should be of an over-all character, or should they be of 
&@ gradual character, having in mind the point you . make 
with respect to the effect any disturbance would have on the 
course of business? 

Me Yes:° You are Suggesting that whatever Changes this 
Commission Suggests, that they should be brought in gradually? 
Que I am asking you if that is what you wish to imply 
at the top of page 33 or do you think thereshould pe some - 

thing of an Over-all revision which would not be gradual; 


[ am not sure what you mean? 


MR. COVERT: Q, Perhaps I could be helpful on that. 
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You made a Statement on CPOSS-examination, Mr. Norris? 

A. May I just reply to Commissioner infiis; if say, 
apart from the Natural need for revision, I am directing my 
Statement there to Mr. Walker's Statement: That here we have 
had the decisions on the past; ang I Simply say that this 
Commission can act as a revising body and make certain 
recommendations to be brought in from time to time; and that 
therefore it Should not be suggested that there ig not a 
most useful purpose to be performed by this Commission, 

Then, whe. we come to page 5, I am talking there about 
a different thing, about Siving this great power to these 
transportation companies, 

COMMISSIONER INNISs QO. TH both cases you are against 
any sudden change, whether it be on the part of the companies 
or the Board? 

A. That is a matter for this Commission, whether you 
tear the whole thing up and change everything. It Says you 
would have to bring in something, although the impact would 
not be too Severe. A great many changes took place last 
year with regard to commodity rates, and go On, which had a 
very bad effect on business, of course, 

MR. COVERT: Q. You say that this Commission 
Should feel free to suggest Sweeping changes? 

me + d6, 

2. And then you Say it may be necessary, when it comes 
to changing the rates, that they be put in slowly? 

Ae That is right. 

Q. And you also say that the power is there, that it is 
@ tremendous power in the railways today, and that it is not 


reflected Sufficiently by the B.T.C; that thepwer ig there to 
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force industries into other provinces or regions; and also 


the power is in there to destroy industries? 


A. it may be Veny OL PLouly, properly, to recontrol that 


power. 

Q. Would you think it was because of the size of the 
railways? 

A. I think it is because of the fact that they have 
exclusive franchises, and we have to deal with them. 

Q. Do you Suggest that perhaps there Should be more 
competition? 

A. I think that situation is gradually developing, 

THE CHAIRMAN: Mr. Covert, we have had very many 
years of experience and we would like to know whether the 
power which is feared here has ever been known to have been 
used by the railways? 

MR. COVERT: Q. Have you had any examples of that 
Mr. Norris? 

A. I have told Mr. O'Donnell that we would try to get 
you the particulars. 

@. But you have none in mina right now? 

A. No. I said this submission was preliminary; and 
that here there were matters which might well be looked into, 
because there were possible difficulties and there was 
possible misuse of the power that was given. 

Q. Do I understand that that power comes from the 
ability to vary the rate below the maximum? 

A. Below the maximum, that is it. 

Q. And on page 6 of your brief, I think it is at the 


top of the page, you refer to unregulated local traffic or 


water competition? 
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A. I had in mina there - I do not know much about 
water competition - but I had in ming unregulated truck 
competition, Perhaps "unregulated" is too broad a term. 
"Poorly regulated "might be better, I suppose. 

Q. I take it you feel you are pretty well aware of 
how tucks are regulated in British Columbia? 

A. I understand you had a gentleman named Brown here 
who told you all about it in Victoria, at some length, and 
therefore, you probably know much more about it now than I d0¢ 

Q. I just wanted to Sce if you knew how the trucks 
were regulated in British Columbia, and I am trying to find 
out if you are Satisfied with it here, and are Suggesting 
that it should be done immediately in other provinces? 

A. I think, on a broad submission, if our regulations 
are good - you have gone into them - but before a compelling 
rate is accepted, it should be based on Similar factors 
and similar control. There should be a fair rate fixed; 
it might be an artificial rate; I do not know. 

Q. Would it be fair to ask you whether you think, 
perhaps, since trucks are regulated here in this province - 
and I believe the brief Seemed to indicate that they are 
well regulated? 

A. That is right, 

Q. That, probably there is less competition for the 
railways here than in, perhaps, eastern Canada, where there 
is no regulation? 

A. That is our general proposition. We think that 
is the case. We Say that this is a matter which Should, 


berhaps, be looked into. 


Q. Do you think cach province should regulatetrucking, 
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that is, provincial trucking, on a basis at least somewhat 


. 


Similar to British Columbia; and, with reference to inter- 


provincial trucking, that it, too, should’ pa regulated? 

A, Oh, yes; and I have said here that you should not 
take a compelling rate which igs not based on the same factors 
that exist in other provinces; that is, which is not based 
on the same control and regulations, as it igs in other 
provinces. 

Q. Wouldn't that be the only practical method? 

A. I think you are correct; it would be to have Somewhat 
Similar regulations in all the provinces, and that, of course, 
would be a matter for each province, 

Q. Would you Suggest that there should be a regulation 
ah trucking, interprovincial trucking or transcontinental 

_ trucking by the same body which regulates the railways? 
ar There should be some sort of regulation, but whether 
that would be it or not, I do not know; but some Similar 
regulations should exist. af, a are to have competition, it 
Should be regulated in the same way. 

Q. And also, on page 6, in the third, the penultimate 
Paragraph from the bottom of the page, you say: 

"It is important that on all rate applications the 

broad Canadian picture be considered, not only in 

Support of the claim of the transportation companies, 

but as affecting directly or indirectly the 'well being 

ef all parts of Canada." 

A. Yes. 

Q. First of all, are you confining that to any 
Particular type of rate application - because, what I have 


in mind is: That there are many briefs which have been 
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Submitted, which Say that the Shipper and the railway 
Should be able to Sit down together and negotiate an 
agreement on rates. Would you disagree with that principle 
entirely? 

A. That is, the Shipper and the i 

Git sane buyer of the transportation, if aman wants to 
negotiate? 

Ay, That is the proposition which Mr, O'Donnell put 
up to me; and,as I Said, that should be under the Commission, 
and the effect it had on other parts of Canada should be 
considered; it would have to have most Serious consideration. 

Q. Thus, for example, if a Sroup of lumbermen in 
British Columbia want to negotiate a rate with the railways 
you say they should not be able to do that, but that they | 
should have to 80 before the B.T.C., and the picture in all 
Canada should be looked at before the railway gave them a rate? 

A. No, I do not §0 so far as that. 

Q. No; but I am asking you if you would go that far, 

Or what would you do? 

A. No. I think that is a question which the Chief 
Commissioner put to me, and asked me what remedy I had to 
Suggest; and I said that, at this Stage, I had no remedy, 
but that it was a matter for study, because the evil exists 
there, 

Q@. Perhaps I have not made my question clear to you? 

A. You asked me if every time a man wants to change | 
4 rate, he should first go to the Commission? 

2. Yes, and that the all-Canadian picture should be 


CONSidered? i 


A. No. I think your structure sould consider the 
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2778 Mr. Norris, 


all-Canadian picture and Management. Yourrate Structure 
Should take in the all-Canadian picture. I do not say it 
Should always take in the all-Canadian picture, but the 
effect of that rate in Other parts in Canada, and the 
movement of similar commodities should be given the greatest 
consideration when the rate is either agreed Upon, -or 
approved by the Transportation Board, 

Q. Let us Say that that has been done and that the 
race is in effect, let us say, on lumber? 

eS, 

Q. Now, Suppose conditions change? 

Ay Well) if it is a matter which may affect the all- 
Canadian picture, then it is a matter that the Transport 
Board should certainly deal with. 

@. so then, Senerally speaking, you would say, I 
gather, that if it is a matter of that kind, then the 
matter should come before the B.T.C., and people in any 
area, district, or region of a province should not be able 
to negotiate a rate below the celling? 

A. LOU are trying to tie me down. 


Q. No, I am not! 


A. You are; you are coming right back to Mr. O'Donnell's 


Proposition, are you not? 

Q. I do not know. 

A. I think you are. 

Q. You have made the statement and I just want to find 
Out if there is any help you can offer to me. 

A. Not at the moment, if you like to put it that way, 
MO. I have gone as far as I can go. 


Q. Under the heading of ° "Bfficiency and Economy"? 
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THE CHAIRMAN: What page is that? 

MR. COVERT: It is page 7, Mr. Chairman. 

MR. COVERT: Q. You refer to "Efficiency of and 
Economy in Operation of Railways"? 

A. You can take it that what 1 am Saying is: That they 
Should see to it. That is all that is being said theres 
that they should see to it that they give service for what 
they get in the way of rates, 

Q@. And you have no Specific recommendation to make to 
the Commission at this time? 

A. I have talked about the wage scale here, and Mr, 
O'Donnell explored that. And then I have given you certain 
specific things which follow. 

ae) 2 Will come 6 them; but with respect to internal 
Management and operation, are there any Specific items? 

Bs, OW, no. I have not developed anything. I understood 
that this Commission was going to explore all those things. 
ft represent a Board of Trade which has no specific knowledge. 
We may get some during these hearings, we may find out a 
great many things; but we say: These are the things which, 
probably, might be looked into. 

Q. What I was going to ask you was: Do you think, 
perhaps, that the B.T.C. should be tied into wage 
negotiations in any way? You are not suggesting that, are 
you? 

A. No! God forbid that I suggest that anybody be 
tied in any more to wage negotiations. 

Q. iI meant, perhaps, that they shculd act as a labour 
board for the railways? 

A. No! I think we have got plenty of labour boards 


already. 
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Q. Now, to deal with your table on page 8, I would 
like to know if you have compared the wages of railway 
employees with those of employees in other industries, the 
major industries; take, for example, the lumber industry? 
Would you say that they had gone up a great deal more, 
during the period get out in your table, that is, that the 
railway employees! wages had gone up a great deal more than 
the lumber employees? 

A. That is not my comparison here, you know. 

Q. No. But I was wondering whether that might be helpful 
to the Commission, if you knew that? 

A. It would be helpful, and if you would like us to 
explore it, we would bevery happy to do so, 

Q. It just occurred to me that a comparison of the 
percentage increase with the cost of living alone, perhaps 
does not tell much? 

A. Take your percentage increase and your costs and 
your earnings and operating expenses; I think that telis quite 
a little. 

Q. It would if you compared it with some other 
industries, it would seem to me. Perhaps you suggest that 
wages have not increased in other industries in times when 
their operating expenses - 

A. I would be surprised if they had, if that picture 
Were reflected in other industries; I would be very much 
Surprised. 

COMMISSIONER INNIS. Q. You have not tried to 
convert the 1939-47 figures so that they would be comparable 
to the 1938 figures? 


A. The basis changed, I think, Mr. Commissioner Innis, 
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You are asking whether we had converted the 1939-47 Figures? 

Q@. Yes; you have the 1913-38 figures based on 1913; 
and you have the 1939-47 figures based on 1939, So, would 
it be possible to get a similar base for the whole table? 

A. I suppose it would,yes; but it would have to be an 
adjusted base, I have not tried to do that, 

Q. You have not? 

A. No. Mr, Covert asked for increases, My Secretary 
has just handed me the Labour Gazette for May, which shows 
transportation and communication wage increase, percentage 
of increase 1948 over 1947, and it ran, transportation and 
communication, 17.4 as against 12 and 13 in other industries, 

MR. COVERT: Q. Yes, I think that would be the 
information; and I wondered if it could not be Supplied for 
the same periods because I think it might be very useful, 

MR. O'DONNELL: As a matter of fact, Mr. Chairman, 

I think in both the el per cent and the 20 per cent case, 

there will be found an exhibit which gives very detailed 
information as to the average rates per year over a period 

of some years, and the changes in the various Classifications; 
and there are hundreds of classifications in one of the 
exhibits. I think that information should be readily available. 

THE WITNESS: We will try to dig it up anyway. 

pis COVERT: ws On page 9 under the heading of 
"Necessity that Railway effect savings in freight car transit 
time", you deal with merger, and you point out: 

".ee+.due to inefficient operation a car should take 

in transit ten or twelve days more than the normal 


transportation period, the cost of the loss of car use 
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Mr. Norris, ex, 


is treated as a normal Operating cost by the railways 
and is taken into account in’ fixing rates ou... 1 
The first thing I want to know is: If it is the 


th 
experience of the members of your Board a this is a serious 


matter and that there ave cases where there is a4 great deal 


of loss of time which affects the consumer? 


Page 2790 follows 
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As Well, there are losses. Our traffic manager 
Says that they have made a general study of it and that it 


was quite a serious matter. 


Q. Quite a serious matter. 
A. Yes. 
Q. And do they reach the proportions where there 


are ten or twelve days or more? 
Ax. Yes. Of course, I think that 1S just a figure . 
I have a case here where the delay was just a matter of a 
day, and it was very serious. 
COMMISSIONER INNIS: Q. Could we have access to 
that study, I wonder: 
A. Pardon? 
Q. Could we have access to thot study? 
A. Yes, we will supply that. Dt WILDe put this in. 
We will get a copy, if I may put 2 copy in ana preserve 
the original. 
MR. COVERT: Q. Then the next thing, you seem 
to suggest here that the railways collect demurrage but 
it is very difficult for the Shipper in the contrary case? 


Bs Yes. 


Q. And you refer, I think, to the almost insuperable 


burden that the burden of proof puts upon him: 

ae In some cases, yes. 

Q. Is the Board of Trade making any specifie 
Suggestions as to, first, whether this is wrong in prin- 
Ciple the way it stands now, and secondly as to whether 
Something should be done about it and if so what? 

A. We say demurrage is wrong, and we say delays are 
wrong, either way; that is our basic principle. The 


unhappy shipper or consignee is assessed a penalty by way 
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of demurrage, and we 2reé in the realm of penalties rather 
than in common law, we are under the Act, and there Should be 
sme sort of countervailing penalty,the other way, you see, 

a countervailing penalty. 

Q. You would put At on the basis of a penalty rather 
than damages? 

A. Wcll, dameges would amount tora penalty? that 4s 
what it would amount to, I suppose, per diem or Something 
Of that sort -- I don't know how it would work out. 

Q. The damages might be a great deal more than the 
mere --- 

A. That is right. We think it might be an incentive 
to efficiency. I Gon *t knows 4+ might not be; there it is. 

Q. You are not prepared to make a definite recom- 
mndation; you just throw that out to the Board? 

A. Yes; we say, here is three million dollars odd 
for demurrage in the year 1947; that is 2 lot of money. 

Q. Theat would be perhaps as much as half of one per 
ent of the total Preient bili. Now --- 

A. We are not objecting particularly to penalties for 
@lays, but we do say all this would lead to greater 
efficiency if there was an incentive on the railways as 
well as on the Shippers and the consignees. 

2. You think if there was a penalty that that might -- 

eg Lower costs. 

Q. -- stop these delays and increage the efficiency 
et) the railways: 

A. Thaw terrteht.. 

Q. That is the point of that 

A. These are all thrown out as suggestions. 


Q. Now, you have examined section 312 of the Railway 
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Act dealing with that? 


A yes; 

Q And you are not Satisfied with it as it stands 
As No. 

Q Then the economy in car saving Space -- you are 


dealing with carloaa minimums? 

A. Yesu I think those figures speak for themselves 
pretty well, Mr. Covert. We say we think it would be well 
to develop this; we think it is an excellent thing. 

Q. What I would like to know is, have the shippers 
generally asked the railways to do a thing like this, and 
have they refused? 

A. Cyr. This is not a complaint at all. We say 
this is to their credit; we are all for it; develop*it 4s 
mch as we can. 

Q. Then I believe that there have been Some briefs 
Submitted to the Commission where they have urged that 
there be lower minimums; would you disagree with the prin- 
eaple of that? 

A. Well, I don't know. Of course, I domoetlmow 
what the submission was. 

Q. Well, the submission is, I think, thet there be 
lower minimums so that they could get a lower rate. 

A. Well, I think the higher minimum and the lower 
rate, the constantly decreasing rate with heavier 
loading. That is a benefit to the railways and to the 
Shipper. 

Oy Then coming to section "E" dealing with the 


Maritime Freight Rates Act and the Crows Nest Pass !gree- 


ment, subventions on coal, etc. 


A. Our general proposition there, Mr. Covert, is 
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that which is Stated, that we think that the &ranting of 
benefits by statute is wrong. 

Q. And that all of these things should be Subject 
to review by the Board of Transport Commissioners? 

A. That is right, that is psa dork eign 

Q. What I would like to find out is just how you 
are suggesting that they will be Subject to review. Should 
the Board, for example, start out with , agreement in the 
principle that those rates, for instance, were Dut an for 
definite reasons but that as economic conditions change 
the rate changes but perhaps the same differential is there 

A. Well, if a differential ig Justified, that can 
be justified before the Board of Transport Commissioners, 
who then would have liberty of Action to dear 1 ol @ lee Bh ree he 
time went on. It may be as with regard to the Crows Nest, 
that the railways are making too much money or not making 
enough money or something of that Sort, but it all should 
be dealt with by the Transport Board. Here we have a 
Situation which throws the whole rate picture out of line. 
The Transport Board cannot deal with it at all, cannot deal 
with these matters. 

Q. tren let us. just.deal, for example, with the 
Maritime Freight Rates Act, where they get a 20 per cent 
less rate? 


re They 26 -rignt. 
Q You cannot say then that the B.T.C. should be 


able to look at the whole picture and say, “Well, now, they 
don't need that 20 per cent discount any longer"? 

A. That is right. 

Q And then we take the case of the Crows Nest Pass; 
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they should investigate, perhaps, to find out whether it 
is a paying rate, and if it is paying its fair share they 
leave it as it is? 

A. Piet. Leartieht: 

Q. Ae ie a's not, they raise it 

A. And it may be that other commodities are bearing 

the burden of the Crows Nest ratve,, that! is% they are paying 
for the Crows Nest rater 

Q. He APL its paying more than its share now, the 
Crows Nest Pass rate, then lower it? 

A. Welly I havecin mind the mountain differential. 
the mountain differential was taken off by the Board of 
Transport Commissioners. These are similar things. 

Q. The point I want to make is this, that presumably 
the 1897 rate has been left in because it was felt that the 
grain must be moved? 

A. iiec is right. 

Q. To foreign markets? 

A. ftieters ‘rebels . 

Q. fs that a principle that the B.T.0. should have 
in mind in any revision 

A. I should think that is perhaps one of the things. 
I suppose the necessity of movement always has a bearing 
On rates. 

Q. Would you think that this would perhaps be 


making --- 
A That is a factor. The Secretary points out that 


isa factor in lumber. 
Q. Would you think, then, that perhaps you _ 
might be making an economic planning board of the B.T.C.° 


A Well, I think it is now to some extent. 
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Q. You would say that there is no reason that that 
should not be. 

A. No. I say they have to deal with such things as 
what the traffic will bear and things of that sort; they 
are in effect dealing with these matters now. Here we 
have these things coming in and distorting the picture. 

Q. PheG ws bene . You say that it is wrong in 
principle that a rate should be fixed in 1897 and that that 
Can £0 on for all time 

B Mar is right. 

Q Because economic conditions change 

A. Bee 2S PLC ; 

A) And the same with the Meritime Freight Rates Act? 

A. That is rent. 

THE CHAIRMAN: Q. As I understand it, Mr. Norris, 
you mean that there should not be any statutes governing 
freight rates: 

RB. tee 28 20. 

a) At any time? 

A. Thee te right. 

Q That the powers of the Board should be very 
considerably increased to make them the judges of whether 


Or not certain economic conditions exist and should be 


satisfied? 


A. That is right. 
MR. COVERT: Q. I am sorry, Mr. Norris -- dealing 


with truck and bus-compelled rates, on page 12, there was 


just one further question I wanted to ask you. You 


approve in principle of regulation to prevent over-com- 


petition 


A Well, it gripes my very free trade soul, but I 
: ae 


suppose it is necessary. If you want to get service you 
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have pretty nearly Sot to do it. 

Q. In other words, you would Subscribe to the theory 
that there can be go much competition that there is nothing 
h it for anybody? 

Ae That is right. 

Q. And that Eventually your service goes? 

A. ¥ee. I suppose you might regulate it by standards 
of service, and pretty stiff standards of service, and so 
a= 1 don't. know -~ requirements of service, The thing 
would regulate itself. 

Q. Now, one question on passenger fares, 
discrimination -- that is on page 12, I take it whet you 
would say is that if the same principles applied to the 
removal of the mountain differential in the case Of freigne, 
if the volume of traffic -- that would be the test? 

A. That is right. 

Q. If the volume of traffic has increased they should 
be the same? 

A. All the factors taken into consideration. I think 
that is simply the tail following the hide, that is all. 


Q. 


v 


Now, the last one deals with Separate accounting. 
Would you care to express any opinion as to whether or not 
both railways should be put on the same accounting basis 
SO that their accounts could be compared 

A, Well, I would think that would be a reasonable 
and proper thing. I think if you are going to have com- 
peting services you should have competing conditions. 


Q. 


v 


I may be taking you out of the field that you have 


here, but I was wondering if you --- 


Ds Well, to the extent I can, I will be glad to 


answer. 
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Q. Then would you Suggest that they follow the 
procedure which I understand is in force in the United States, 
that there is a Standardized form of accounting 

ce Yes, I would think that would be highly important. 
I am addressing my attention there particularly to building 
up the confidence of the people, you see. 

Q. This paragraph really deals with public relations” 

A. Pesto a large extent, and I say that it is 
important that all these Services should be divided Up 5) Sit 
these endeavours and enterprises of the railways, and they 
Should be made as Simple as possible, their accounting 
Systems. 


Q. 


¥ 


And that Simplicity is so that the people may know? 
A. That is right. 


Q. Then this is the last point I want to take up: 


u 


have you considered at all the cost-of-service principle 
that has been advocated by --- 

A. Well, cost of service is one factor that enters 
into rating, and that is all. You have got what the traffic 
will bear and the cost of service and these things; it is a 
factor. Now, the importance of that factor is relative, 

I am not prepared, and certainly I would not go so far as 

to say that cost of service was the factor and was the 
important factor in rates and Should be the important factor: 
otherwise the situation would be ridiculous. 

Q. Your view would be that it is merely a factor: 

A. A factor. 

THE CHAIRMAN: Thank you, Mr. Norris. 

COMMISSIONER INNIS: Q. I was wondering; in the 
conclusions on page 13 you refer to the asperities which 
have been attendant on rate hearings? 


Ny Yes. 
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QO. What had you in mind. 

Be. Well, what I had in mind here wes that year after 
year industry is disturbed, and I am sure the transportation 
companies must be disturbed, by what amount to battles roual 
in matters which really should be pure matters of business. 
I think that all those things can be avoided. The railways 
and the industries, one cannot get along without the other, 
and I think they ought to be able to get around a table and 
Straighten themselves away. 

THE CHAIRMAN; Q. Well, what legislation might 
be suggested which would bring about that state of affairs? 

A. Well, I think if your revision were such -- now, 
this is perhaps a little bold even to suggest, but if your 
recommendations were such as to give them a new start, so 
to speak -- you see, these old causes of complaint have 
grown up throughout the years; we have got rid of the 
mountain differential and so on. If some of the ends I 
Suggest here could be achieved, some of the difficulties 
overcome, the matter of accounting and all these things, 
and good will built up with the people, I think the thing 
would work itself out. | 

COMMISSIONER INNIS: 9. You mean something more 
than the exchange of pleasantries between learned counsel? 

me maw ss Bo, thet 168.16. We are always glad to 
have them out here; they come out, and we are very @lad, to 
have them, but we think they might come out and play a 
Game of golf or something of that sort once in a while 
instead of --- 


MR. O'DONNELL: Get the weather straightened 


Out, and we will do that too. 


MR. FRAWLEY: Mr. Chairman, just one question I 
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wanted to ask Mr. Norris on this question of truck regulea- 
tion. 

Le In Ontario and in Quebee the lack of regulation 
has done a pretty fair job in the way of getting their 


rates down, hasn't it? 


A. Yes x 
Q. That seems to be agreed. So don't you think 


that there is a danger that truck regulation might disarm 
an area of a weapon which might be useful in bringing down 
rates? 

A, It is a matter of degree, Mr. Frawley, 14 7s 4 
matter of degree. 


Q. It is something that has to be very carefully 


considered? 
Pia ves. 
Q. There are many angles to it? 


A. Very carefully handled. It may be that our 
regulation is too Swirts: Isdon lt. mow. 

Q. Because there is no doubt about it that it has 
done almost too good a jobs;we holler about the fact that 
in Ontario they have brought their rates down? 

Bs That is correct. My complaint, though, is that 
the factor applies here as well as there; that is to say, 
the factor should be constant. 


THE CHAIRMAN: Mr. Covert, we have ten minutes 


yet. 

MR. O'DONNELL: Before we call the next witness, 
Mr. Chairman, it just occurred to me that this might be a 
convenient spot at which to put on the record the reference 
I made several times to the fact that the Chief Commissioner 


hdicated the simplicity of the procadure which the Act now 
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allows for complaints to the Board. Lefindminrvolmmes7e2 
of the proceedings in the 21% case, at page 8583, when we 
were here two years ago on the 20th of June, Commissioner 
Stoneman made this remark: 

"Commissioner Stoneman: But if he had a case 
which would justify him applying for an adjustment of 
the rate he could apply to this tribunal. 

The Witness: if he has the facilities go apply 
to the Board. 

The Chief Commissioner: All, he has; to do is 
write a letter. 

Mr. Norris: Then we go into a rate hearing such 
ag this and he is faced by my friends there. He has 
not the fibres of war to carry on. 

The Chief Commissioner: He does not need any. 
That is one beauty of the informality of our procedure." 

THE WITNESS: I would not agree with that. 

MR. O'DONNELL: Continuing: 

"Mr. Norris: Then, Mr. Chief Commissioner, I 
don't know what I am doing here. 

The Chief Commissioner; You are opposing, on 
behalf of your client, any increase in rates. 

Me. Norris: As vigorously as I Ganz 

The Chief Commissioner: If there is dissatis- 

faction in connection with the rates or anything else 


over which we have jurisdiction, the machinery can 


be put in operation, not by long, intricate and 


technical pleading, but by simply a letter to the 


Board." 
THE WITNESS: You put in operation --- 


MR. O'DONNELL: In one other spot he said some- 
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thing 2bout Sending a posteard, but that is my reference, 
anyway, as to the Simplicity of the proceeding. 
MR. FRAWLEY: Three cents instead of four cents. 
THE WITNESS: Well, it all sounds very nice. 
MR. COVERT: Mr. Chairman, the next Submission is 


that of the British Columbia Fruit Growers! Association. 


H. B. EWER, called 
EXAMINED BY MR. BRAZIER: 

Q. What is your full name, Mr. Ewar 

A. Hewp, Ewer, Traffic Manager, B.C. Tree Fruits 
Limited, Kelownec. 

You are the traffic manager of the B. CG. tree 
Fruits Limited, with your head office in Kelowna 

A. Yes, 

Q. What is the B.C. Tree Fruits Limited 

e. That is the sales organization set up by the 
British Columbia Fruit Growers! Association as the marketing 
agency for the tree fruits primarily, produced within their 
‘i122 Of control. 

Q. And the brief you are presenting today is on behalf 
of the British Columbia Fruit Growers! -"ssociation 

A. ies 2S right. 

Q. Would you just describe generally to the Commission 
the area covered by your growers. 

A. The area roughly, Mr. Chief Commissioner, is that 
set out in the Natural Products British Columbia Marketing 
Act, and reaches just west of Kemloops, including Keremoes, 
Osoyoos, and reaches to Creston on the east end. 


THE CHAIRMAN: What is the name of that? 


MR. BRAZIER: The British Columbia Natural Products 
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Marketing Act. 
THE WITNESS: I think the wording is Notural 
Products Marketing British Columbi2 Act. 
MR. BRAZIER: 9. As I understand it, your B.C. 
Tree Fruits became the marketing agency under that Act in 
1939. 
a Correct. 
Q. Would you proceed to read the brief? 
THE CHAIRMAN: We have only two or three minutes 
keft before one o'clock, so I think before Mr. Ewer begins fo 


present the brief we will adjourn until half-past two. 


---The Commission adjourned at 1.00 Ds Until 2. sOepi ms 


(Page 2805 follows) 
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Vancouver, B. C, 


JUS Bo, 1040 


AFTERNOON SESSION 


a=) On presuming atwe.30 p.m; 


H. B EWER, Recalled 

MR. BRAZIER: Mr, Ewer, I think you were Just abousc 
to read your brief. Would you now put it on the record ; 
please? 

THE WITNESS: This Submission is made on behalf of 
the fruit and vegetable growers of interior British 
Columbia, of whom approximately 3,600 are members of the 
British Columbia Fruit Growers! Association, the Association 
which for Sixty years has served as the medium of consoli- 
dated expression of grower problems and the pursuit of 
their solution, 

HISTORY: 

The production of apples and other tree fruits in 
these parts commenced in the closing decades of the nine- 
teenth century, and so suited to fruit-growing was the area 
found to be that extensive plantings were established during 
the ensuing twenty years. As usual under "boom! conditions, 
lands unadapted for the purpose were laid out in orchard, 
only to be abandoned later. Lack of water supply, or 
insufficiency thereof, was a major cause of loss to many of 
the would-be orchardists of the times, With the exception 
of the depression 30's, there has been annual expansion of 
orchard plantings, notwithstanding some mortality of the 


€arlier plantings and abandonment of unsuited plots on 


"marginal" land, 
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Figures of annual production Shown in Appendix ",q" 
indicate the growth of the industry. In addition to the 
fruits listed, there are important crops of cherries and 
apricots, of which production has increased proportionately 
with the fruits for which detailed figures are shown, 
Carlot shipments of fruit and vegetables aggregate 12,000 
to 18,000 cars annually, the figures for 1948 having been 
Pegeite Cars. Shipments of canned fruits and vegetables 
approximate 1,000 cars annually, 

MARKETS: 

There was a ready market in western Canada for 
all the fruit produced in the early years. As is So often 
the case, there was a degree of grower exploitation, so 
that the producer did not always receive an appropriate 

Ee the market price. An outstanding achievement of this 
Association has been the establishment in 1939 of centra- 
lized sales effort, which ensures to the orchardist and to 
the consumer the maintenance of fair values based on 
Supply and demand. 

In a relatively short time, production exceeded 
the distributive ability of western markets, and sales 
effort had to be directed to an ever-widening territory, 
embracing Canadian markets as far east as the Maritimes, 
and the United States. Expanding production overflowed 

the capacity of markets available in continental America, 
and by 1915 Okanagan apples were reaching the United 
Kingdom in notable proportions. Other off-shore markets 
were developed gradually, and contributed helpfully to 


the successful distribution of the apple and pear crops, 
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Canada: 
YEAR US Py, OFF - SHORE (Bocas) mes 
1923 142,500 2Iu 250 693,750 17% 
1925 ad 5750 2.07 ,750 559,500 18% 
1927 96,750 420,000 516,750 13% 
1929 133,500 463,500 597,000 15% 
1931 74,250 336,000 410,250 11% 
1933 4 500 991,500 996,000 21% 
1935 = 2,319,088 2,319,088 50% 
1937 2,280 2,566,058 2,568, 338 48% 
1939 124, 350 23999',537 2,722,887 4O% 
1941 4,790 1,399,408 1,404,198 35% 
1943 150,400 264,799 415,199 11% 
1945 41,612 792 , 546 834,158 17% 
1947 1,415,112 539,545 1,954,657 28% 
1948 1,960 ,937 568 , 320 2, 5929 pe5 7 40% 
MR. BRAZIER: 9, "Off-shore" represents exports 


to other continents? 


A 


Correct, 


Shipments to 


Great Britain accounted for the bulk 


of the off-shore trade up to 1939, sinee when there have 


been limited Shipments in 1941, 1943, 1944, 


1945 and 1946, 


There were no purchases in 1947 and 1948, and it seems 


improbable that market will afford an outlet for British 


sOlumbia apples in the foreseeable future. 


Foreign export 


larkets are becoming increasingly rescricted, and the out- 


OOk is not encouraging. 


It may be opportune to remark briefly on the 
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noteworthy €xpansion of oyp trade with the United States 

in 1947 and 1948, This trade is regulated largely by 
"round-table" agreement between Canadian and United States 
apple producers, with the concurrence of the federal agri- 
cultural agencies of both nations, and takes cognizance of 
the Crop and market Prospects at the outset of each market - 
ing season, All Producing areas ape represented, It is 
accepted that Canada must have an export outlet, and that 
the lack of important off-shore markets compels the “uti liz- 
ation of United States markets, Such utilization is con - 


ditioned upon market demand at acceptable prices -- that is 


Supplies, having regard to cost of production, transporta- 
tion and customs tariffs, 

While there has been an attractive volume of 
Shipments in the last two years, this has not compensated 
for the loss of the British market, as the tastes of the 
two markets are widely divergent as to varieties, grades, 
Sizes; and fruit which was readily saleable to importers in 
the United Kingdom finds little acceptance in the United 
States or in Canada. The development from an Overseas to 


an American area of distribution will entail considerable 
readjustment in production, packing and marketing 
arrangements of the Association's membership: and emphasis 


On top-grades and.selected sizes of only a few well known 


varieties, 


FEDERAL AID: 
The loss of off-shore export markets has been a 


‘atastrophe of major proportions to the fruit growers of 


Ova Scotia and British Columbia, more particularly the 


we 


we 


c 


By oy Ayes 


Saar fie . 
Bee 2 i 
Revd sea : 
% ee i 


1 
] 


Tr. 
ve 


Wie 


“oS ee - 
ood d 


-~2809- Mr, Ewer 


former, and in their delemma Federal aid has been provided 
liberally. The concern shown by the Federal Government 
can mean nothing else than that the fruit-growing industry 
has an important place in the national economy and must 

be preserved, 

FREIGHT RATES: 

From its earliest years the industry has borne 
the burden of geographic separation from its primary mar- 
kets. Unlike the fruit areas of Ontario, whose markets are 
practically at the door, Okanagan fruit must surmount a 
transportation barrier of at least 250 miles-Vancouver, 

350 miles-Calgary, 1200 miles-Winnipeg. During fully 

half its history, cost of transportation has taken a larger 
Share of the consumer's dollar than chat accruing to the 
producer of the fruit. There are shown hereunder the pro- 
Bressive freight rate increases on ovr products to markets 


in western Canada: 


Peaches, Apples Vegetables 
etc. _Pears 
Kelowna to 
Calgary 1915 85 53 .33 
1918 1.065 fey 415 
1922 1.04 ma fs 42 
1948 1.26 Melo BL 
Kelowna to 
Regina 1915 1,00 iD 48 
1918 A 8 94 .60 
1922 b. 5O 1 ALS .66 
1948 1.82 1.37 -80 
Kelowna to 
nnivee 191 1.00 0f5 053 
ee ae 1125 ‘gf 665 
1922 1.50 Lal 74 
1948 1.82 1.37 -90 


Rates tc other tevritories have increaseé corres- 


pondingly, with resultant increase in tl.< burden of 


bis 


at 
ant 
ts) 
% 


aff 


ness from the Principal market areas, 

Not only has transportation extracted a dis- 
proportionate share of the market value of our products, 
but these products have borne and still bear a dispro- 
portionate share of the national transportation bill. Peat 
is to say, fruit rates are excessive when measured by rates 
On other classes of railway traffic, The cancellation of 
the outrageous Mountain Differential will not wipe out the 
discriminatory conditions belabouring the fruit preducer, 
inasmuch as other commodities will receive Similar relief, 
and so all will be in relatively the same position as to that 
particular point. 

Fruit classifications were established long ago, axgd 
predicated upon perishability factors which are not now opera- 
tive . There has been outstanding progress in packinghouse 
Rhandling, cold storage facilities, railway equi pie be so that 
there is not today inherent in fruit shipments the transit 
hazard which may have warranted the high classification fore 
merly. Especially is this true of apples and pears, and 
we are strongly of the opinion that both classification and 
rates @ should be revised accordingly. We commend this 
phase of our transportation problem to the earnest attention 


Of the Commission. 


The principle of the mountain differential has 


brought other anfair impositions on traffic to and from 


British Columbia, fruit included. Charges for protective 


tervirces (refrigeration and heating) are on a higher y 
mSis than assessed on traffic originating in Ontario and 
vestikea to Western Canada, in fact, charges for all ace 


€ssorial services are less in eastern terrttory than in 
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British Columbia. Cerlot rates are granted on smaller 
loads in and from Ontario than from British Columbia. 
The preferential treatnent accorded the Ontario grower 
would, if availab le to our » -6YOWers, Facilitate uses 
fully the marketing of the products of the fruit areas of 
this Pacific province. Typical examples of such pre- 
ferential treatment are shown in Appendix "3B" 

Similar preferential treatment in Eastern 
Canada of the patrons of the railways is revealed in char- 
ges on Express traffic, of which a few examples follow: 


Berries and Cherries 
Minimum Carload Weight 185004 
EB LODO TE. 


Carload Cagle bes 
Grimsby,Ont. to ape Cost 
North Bay (283 m.) 95 1.20 per 100# 
Montreal eet is 1.00 1325 
Cochrane (536 m. 1:50 1 96 
Fort William (866 m.) L205 2 ,60 
Saint John,N.B.(872 m.) 1.60 2515 
Halifax,N.S. (1100 m.) hone Saetel= 


Berries and Cherries 
Minimum Carload Weight 18500# 


Carload baGeb: 
Kelowna B.C to 
Calgary (387 m.) 2.20 2.40 
Regina (862 m.) 2.45 3.30 
Winnipeg (1219 m.) 2.65 3:70 


Note particularly the respective Montreal/Calgary 
and Seint Johr/ Regina rates. 


An authoritative student of tYransportation 
said recently "Every traffic carried should be compelled 
to bear the full out-of-pocket costsof its movement , Un- 
less it does it must be bonused by the other traffics." 
We subscribe wholeheartedly to this dictum. There are 
Wide-spread instances of departure from this principle, 
and it is our opinion that high rates on British Columbia 
fruits and vegetables, and high rates generally in the 


West, constitute a form of subsidization of the freight 


is 
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traffic of preferred areas, and preferred commodities, 

If subsidization be nationally heck deany and advantageous, 
ze sHould be Supported by the nation from federal revenue s 
and not by the imposition of higher rates on the commerce 

Of the people of British Columbia and Western Canada. The 
Maritimes Freight Rates Act and the Feed Grains Freight 
Assistance Order (PC 8989) exemplify this policy, and 

imply @ recognition by the Federal Authority that the trans« 
portatién burden is unequéall7 distributed and can be in- 
Supportable as to certain areas and products. 

In leaving this matter of preferential rates it 
may be noted that the fruit and vegetables for which such 
rates have been provided move mainly by truck and very Littte 
By rail, where te same products of the soil originating 
in British Columbia move almost exclusively by rail at rates 
which would be prohibitive except for the present 
buoyancy of consumer demand. Any material recession in this 
respect would immediately curtail the railways' revenues 
from this lucrative traffic. 

TRANSCONTINENTAL RATES: 

In the United States transcontinental rates on 
western fruit and vegetables are the same to Vanceboro,Maine, 
&s to Albany, New York and Boston, whereas Canadian trans- 
Continental rates do not reach beyond Montreal (with few 


exceptions), shipments destined beyond being assessed an ar- 


BDitrary over the Mcntreal rate. wor example -- apples, 


Carloads, Kelowna to Vanceboro,Maine, rate $1.89 per 100 
‘pounds; Kelowna to McAdam, N.B.6 miles farther, rate 


191.96 per 100 pounds. The rates to Saint John and Halifax 


S@xceed the McAdam rate. We consider that carlot rates on 


fruit and vegetables to Montreal and Quebec should apply 
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through to the Maritimes, 
FREIGHT RATE REVIEW: 

It will be Observed from the foregoing that of 
#11 ‘the provinces, British Columbia is the alone one itn 
which no alleviation of the Seographic handicaps igs pro- 
vided. In New Brunswick, Nova Scotia, Newfoundland, and 
Prince Edward Island, the Maritimes Freight Rates Act 
provides Federal Subsidization of transportation costs. In 
Quebec and Ontario, water and truck competition are 
Charged with r= Sponsibibity £6r EHS Sy rates enjoyed 
throughout those provinces, even in areas far removed from 
navigable waterways. Incidentally, the usefulness of the 
waterways has been enhanced by the construction of costly 
@néals by the Canadian people, canals for which the people 
of Western Canada helped to pay, and now find used wv 
as an argument for low freight rates in the territory sere 
ved ‘by the facilities. TH Manitoba, Saskatchewan, and 
Alberta, Lew rates on their major industry are maintained in 
return for a gift from the national domain (in Alberta and 
British Columbia) to the rillway. When an expanded outlet 
was required for Alberta coal the Federal Treasury made 
an important contribution to the transportation costs, Only 
British Columbia, already saddled with the highest basic 
Class rate scale in Canada; was additionally embarrassed 
with te mountain differential, recently condemned by the 
Chief Commission and its elimination ordered by 
tee Transport Board. 

If I may insert something here, Mr.Chairman, it is 
Very interesting to discover in eliminating the mountain dife- 
ferential some of the rates on fruit and vegetables are 


eing increased. 
Tae railways have taken full advantage of British 
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Columbia's mountainous ‘characteristics to assess all ¢hé 
traffie will bear, and thore, There are no long-distance 
navigable rivers, no national long-distance all-weather 
highways -~ Commercial freight traffic is prohibited the 
use of the Trans-Canada highway through the National Parks 
area. 

The Commissioners will not be unmindful of, 
amd the people of Canada should never forget, the fabulous 
contribution in cash and lands to the Canadiar, 

Pacific Railway Company, a contribution from which the 
railway has profited in iimmense degree, and continues to 
peap & rich harvest. The value of the mineral rights of 
large sections of those land-grant acres staggers the 
imagination. To what degree do the people of Canada today 
benefit from the income of the railway from this source? 
SUMMARY 

To sum up, the position taken by this Assocta« 
tion is that basic class and commodity rates, and express 
rates, should be uniform throughout Canada; 

That departure from the basic scale to meet 
Competition of other forms of transportation, or afford 
wider distribution, should be subject to specific 
authorization of the Board of Transport Commissioners; 

That rates fixed by statutory ehactment be res 
turned to the Jurisdiction of the regulatory authority, and 
the preferential treatment of commodities affected thereby 
be discontinued; 

That railway carriers be required to publish through 
international rates and/or appropriate proportional rates 


to border points to foster the development of trade with 


all sections of the United States; 
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THat charges . for accessorial services be uni-« 
form throughout Canada; 

That prior to the adoption and publication of 
rates on commodities in which they may be interested, af. 
fected shippers be Siven an opportunity to express their 
views relative thereto. 

Finally; we respectfully suggest there should 
be study of the national raiiway legislation of the United 
States, with the view of adding to the Canadian Railway 
Act such of the American provisions as may enhance the 
usefulness of the regulatory authority in the public in-«~ 
terest, and avoid Overemphasis of what must be largely 
the one-sided views of those concerned primarily with the 
interests of railroad transportation. 

Respectfully submitted on behalf of the British 
Columbia Fruit Growerst Association by its Transportation 
Committee. 

H. B. EWER, 

Traffic manager, 

B.C.Tree Fruits Limited. 
L. R. Stephens, 
Secretary, 


Okanagan Federation 
Shippers Assn, 
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APPLES: Boxes (40# net) 
Year 1913 - 465,412 
1917 1,502,921 ~ 5 year average 960,202 
boxes 
1918 1,343,450 . i oH 
1922 3,186,525 ‘ £4539,787 
1923 33338; 053 
1927 35238,476 i 331471; 769 
1928 4,370,819 
1932 354755435 4,024,474 
1933 4,820, 308 y 
1937 5,849,971 Spbl2, O47 
1938 55594, 345 
1942 55 351,940 i 55 359,434 
1943 2 798,577 
1947 6, 867, 433 i 6,484,694 
1948 6,283, 648 
PEARS: Boxes (45# net) 
Year 1920 « 129,000 Year 1935 . 251,172 boxes 
1922 = 103,000 1937 © © 286,960 
1Oe4. i. 81,000 1939 - 329,193 
1926 = 143,000 1941 419,474 
1928 = 170,000 1943 ~ 323,130 
1930 = 148,000 1945 = 550,972 
1932 « 139,000 1947 « 608,021 
1934 . 234,000 1948 . 559,006 
PLUMS AND PRUNES: (Packages,average 154 net) 
LUMS _ PRUNES TOTAL 
Year 1915 = Not see segregated . 238,364 pkgs 
1917 222,461 
1919 3 4 334,283 
1921 n " 376, 801 
1923 et 353, 866 
1925 : : 97,191 
1927 Me 234, 870 
1929 " " 241,060 
1931 hoon 209,510 
1933 " " Quy 737 
1935 83,419 274,101 357.520 
1937 193595 229,630 309 , 225 
1939 90,821 331, 807 122,628 
1941 110,604 554.679 665,283 
1943, = 84,653 = 485,731 570, 384 
1945 152,569 889,310 1,041,879 
1947 168,158 877.280 1,045,438 
1948 150,813 822,495 973, 308 
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PEACHES: 
eo (Packages 18# net) 
16ar 1915 = 158, 323 BS pam ROE ic 209,590 pkgs, 

1917 = 96,250 1935 - 124, 624 
1919 . 171,007 1937 -~ 401,698 
1923 - TES i ay ase 194 694,517 
1925 - 5,052 1943 - 496,900 
Loey = Oo wae t 1945 - 1,601, 881 
1929 120,246 1947 =~ 1,934, 840 
LOS ea 113,416 1948 . 13937610 
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APPENDIX "B" 


Apples Peaches, Vegetables 
& Pears Plums,etc. (8th class) 
To Winnipeg 


From Kelowna B.C.(1210 m.) 1.37 ns .90 per 100# 
Minimum carload weight 30/35000# 24/30000# 30/36000# 
From Grimsby (1262 m.) 127 aeN 97 
Minimum carload weight 300007 20000# 240004 
Potatoes _ 
0 

From Kelowna,B.C. (1210 m.) 90¢ per 100# 

From Fredericton,N.B.(1867 m.) 93¢ 


x An example of preferential treatment. If the rate 
from Fredericton is a Just and reasonable rate then 
that from British Columbia, a haul 35% shorter, is 
unjust and unreasonable. 


(x) Kelowna to Banff (305 m.) .87 per 100# Peaches,etc, 
oa : Apples 

(x) Hamilton,Ont.to Pembroke (305 m.).35 " " Peaches,etc. 
325 "Apples 

(x) Vancouver,B.C.to Banff ( 559 m.)1.28 "  Peaches,etc. 
. 86 "Apples. 

(x) Grimsby,Ont.to Quebec (551 m.) 58 ; Peaches,etc. 
54 Apples 


(x) These figures are exclusive of 21% increase. 
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Oimilar discrimination Will be noted in the undermentioned 


comparative rates on canned fruits and vegetables: 


Load 
Chatham,Ont. to Ottawa 96 miles 45\¢(winter) 30,000# 
Kamloops to Fernie Rd Srmk air 24,000# or 
40, O00# 
Petrolia,Ont.toMontreal 500 " 455¢(winter) 30,0004 
Kamloops to Edmonton 510.4" god 24, 000# 
7oO¢ 40,000# 
Chatham,Ont. toWoodstock,952 miles 50¢ (Apr.15 to 30,000# 
NB; Nov .30) 
Penticton to Saskatoon FOSt4: "ovand 7 16: BeBe 
ae 0,000 
1.04 60, 000# 
Chatham, Ont. to Moncton 1,124 " 50 (Apr.l 30, 000# 
to Nov .30 
Penticton to Yorkton 1Z10927" ras rt BBB 
igi? 0,00 
1 64 60, 000# 
Windsor to Middleton,N.S.1486 " .50¢(Apr. sa to 30,000# 
Nov .30 
Mission to Winnipeg,Man. 1420.7 : i vas ath 
1.264 60, 000# 
Chatham to Yarmouth,N.S. 1554 miles sea 30, 000# 
o Nov. 
Vernon to Fort William 1595.2 " me ei 
1.262 60, 000# 
Chatham to Thetford Mines,678 m. 4S¢ (Apr, ay to 30,000# 
Que. Nov .30 fi 4 
Mission to Fernie 630.2 ms120# f Hi 
also 1404 0,000 
dg 26.5 m.1.12 24, 000# 
Mission to Lethbridge 3 ee 10” 00OF 
Chatham to Truro,N.S. 1248 m. (Apr. a to 30,000# 
Nov .30 
Mission to Yorkton 1279 34 Bee fig Boe 
. 3 
14268 60, 000# 
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Q@. You have two appendices to your brief, Mr. Ewer, 
would you like to make any comment with regard to them? 

A. Appendix "A" shows merely the growth and development 
of the production of the interior down through the years. 

Q. And it has been a fairly steady growth, except for 
the period ofthe depression in the thirties? 

A. Even in the depression years, trees kept up their 
work and as to the other appendix, I think the figures are 
largely self-explanatory. 

Q. They are certain rate comparisons between British 
Columbia rates and Ontario rates; is that correct? 

A. Their purpose is to indicate the disparity in the 
east and west. 

Q. Could you tell the Commission, approximately, the 
percentage of the Canadian apple crop which is grown in the 
Okanagan? 

A. Roughly, I believe, we produce 50 per cent of it, 
Nova Scotia is the second important producing area, then 
Ontario and Quebec, 

THE CHATRMAN:” Which is the second? 

A. Nova Scotia; and then Ontario and Quebec, whtsh are 
in the third position as to production. I am Speaking, of 
course, from memory. 

THE CHAIRMAN: Are there any questions? 
CROSS EXAMINATION BY MR. FRAWLEY 


MR. FRAWLEY: Q. Wovwld you turn to page 4 of 
your brief, please, Mr. Ewer. I want to put on the record 
that these rates are on a ton-mile basis, just some of them, 


just the current rates such as Kelowna to Calgary, $1.26 for 
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Peaches and plums: and My calculations show that that is 
a 63 cent a ton mile. Is that correct 

As That is Substantially Correct, I think, 

Q. 4nd Kelowna to Regina is $1,80 per cwt; and my 
calculation shows it is about 43 cents? 

A, Roughly, that is about right, I think, 

COMMISSIONER INNIS: Q. These rates are for 100 
pounds? 

A, Yes, Unfortunately, that fact was omitted 

THE CHAIRMAN: what are the details? 

MR. FRAWLEY: Per 100 pounds, Mr, Chairman, 

THE WITNESS: Unfortunately, the 100 pounds was 
omitted from the Stencil, 

COMMISSIONER INNIS: You mean cents per 100 pounds 
for the distance? 

MR. FRAWLEY: Yes; Kelowna to Calgary ig $1.26 
a hundred; and these mileages which are used are the mileages 
Shown’ also in Mr, Ewer's brief on page 6, 

THE CHAIRMAN: Kelowna to Calgary is what? 

MR. FRAWLEY: Kelowrato Calgary is 387 miles: and 
the mileage from Kelowna to Regina is 862 miles; and Kelowna 
to Winnipeg is 1219 miles. Now, with these mileages, ana 
using the 100 pounds that you gave us, you say that 64 cents 
is the ton rate for Kelowna to Calgary; 44 cents is the ton 
Pate from Kelowna to Regina; while from Kelowna to Winnipeg, 
the ton rate is 2 cerits and a fraction, back almost to 3 Cents, 
Is that right? 

A. I think those are Substantially correct, 
Q. Now then, you say that the railway is content to 


varry the fruit, this kind of fruit; and will you let me go 
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through and put on the record the ton-mile rates for the other 
commodities listed on page 4, Going to apples and pears 

I suggest to you that the ton-mile rate, Kelowna to Calgary, 
is 43 cents. Is that about right? 

A. I believe so, 

@. And Kelowna to Regina ig 3-1/6 cents? 

A. Yes. 

Q. And Kelownato Winnipeg is 2: cents? 

A. Yes. 

Q. And turning to the other group, " vegetables," I 
Suggest to you that the ton-mile rate Kelowna to Calgary is 
2-2/3 cents; the ton-mile rate £0 Wégina is 2 cents a ton 
mile; and the rate from Kelowna to Winnipeg is 13 cents per 
ton mile? 

A. Yes. 

Q. Now then, Mr. Ewer, with those ton-mile notes to 
amplify the statement on page 4, will you tell me why the 
railway thinks that it is Fair, and not discriminatory, to 
charge 64 cents /to Calgary on peaches and plums, while they 
are willing to carry them from Kelowna to Winnipeg for just 
about less than one half, or about 3 cents a ton mile? 

MR. EVANS: Surely you do not expect him to answer 
why the railway does it? 

THE WITNESS: I was just going to crawl out of that 
one, Mr. Evans. TI could not answer for the railways. 

MR. FRAWLEY: Q. Well, with or without Mr. Evans! 
interruption, what do you say about the justification for 
that difference in the ton-mile rates? 

A. You cannot possibly take the lowest factor you can 


find and determine the fairness of the shorter distances, 


Can you? 
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Q. QQ: What do you mean? 
A. You are taking the extreme here, Ifthe rate 


progressed in strict conformity with the mileage, where would 
we end? 

MR. O'DONNELL: Yes! 

MR. FRAWLEY: Q. You Say that effect must be 
given to tapering? 

a, otf they did not do so, where would the shipoer 
of any province find himself, if the rate progressed by miles? 

Q@. I understand that you say effect must be given to 
the tapering? 

A. That is correct, 

@. Then will you look at table 4 and tell me where the 
tapering is, when Regina pays $1.50, /just keeping to the same 
current rates and not going back into history; Regina is paying 
$1.82, while Winnipeg, 400 miles further, pays $1.82. Is 
there any tapering there? 

A. In other words, the rate is blanketed over certain 
areas. 

Q. You say the rate is blanketed over certain areas. 

And I am told it is blanketed back to Morse in Saskatchewan, 
which is 471 miles, according to the Canadian Pacific 
timetable, 471 miles cast of Winnipeg? 

A. No, west of Winnipeg. 

Q@. Yes, west of Winnipeg. And if Morse is «orrect, 
and I think Morse is the place where the blanket :3tarts, 
is it not? 

A. I think so. 

Q. That means then,that the Canadian Pacific is 


Carrying it from Morse to Winnipeg for nothing. 
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MR. O'DONNELL: No! For the rate, 

THE WITNESS: Tf cannot speak to that at ais 

MR. FRAWLEY: Q. Is the fact then: We get away 
from Regina 862 miles ana G0 to Morse, which is a station 
between Swift Current and Moose Jaw, and we find the same 
Pate of $1,802 applies on peaches and plums at Morse, 

A. Yes. 

Q. And if the same rate which applies at Morse applies 
at Winnipeg, why would it be surprising when I Say that the 
fruit is being carried from Morse to Winnipeg for nothing? 

MR. O'DONNELL: It is being carried for the same 
rate. 

THE WITNESS: Now, Mr. Frawley, I did not build 
these rates, and I am not familiar with their background, 

MR. FRAWLEY: Q. But we can assume that the rate to 
Morse of $1.82 is a fair rate? 

A. Yes, that is true. 

Q. Because to Calgary it is $1.26. Now then, why 
Should there be a blanket, in other words, from Morse to 
Winnipeg? Do you know anything about the existence of it? 

A. That is a question for the railways to answer, who 
are better qualified to do so than I am. 

Q. Did you ever receive an explanation, as director 
of traffic for this large organization, why American fruits 
tried to get into Winnipeg, and that had something to do 
with it? Did you not know that American fruit from Wenatchee 
in Washington state had something to do with the establishment 
of that blanket for the Okanagan fruit? 

A. The Wenatchee area, having been the senior area, 


I would think that whatever adjustment was made on behalf of 
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Okanagan was made to enable them tomeet that American 
competition. 

Q@. Is there any Wenatchee fruit going to Winnipeg now? 

Ak, Mir. Abbott has so arranged things today that there 
is none. 

Q. But was there, at some time? 

a SUntid; during the period of the austerity program, 

Q. Was Wenatchee going into Winnipeg in full competition 
with the Okanagan fruit Up until Mr. Abbott's austerity 
program? 

A. To a very severe extent. 

Q. What would you say would be the comparable tonnage 
of Okanagan apples versus Wenatchee apoLesrin ithe Winnipeg 
market? 

A. Those are figures which I have not got with me today. 

Q@. But the Okanagan tonnage would greatly outweigh the 
Wenatchee tonnage, would it not? 

A. It would not be the apple which would be in the 
predominant position; it would be the other fruits. 

Q. I was talking about peaches and plums, Would you 
Say there were as many Wenatchee peaches and plums sold in 
the Winnipeg market as there were Canadian peaches and plums, 
before the austerity program? 

A. No. 

Q. You think it would be a very small percentage? 

A. Not a very important percentage, not one which had 
the influence on the market of, possibly, the Ontario products. 
If you knew the Situation, you would know that the Wenatchee 
fruit had a very serious impact on the marketing of the 


)kanagan product in Western Canada. 
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Q. And you Say that is why you have this blanket? 
A. That is one of the reasons. 
Q 


- And it has been there for how long? 

A. It has been there ai yeaee anyway; and that precedes 
or antedates my experience with Okanagan traffic, 

Q. What would it look like translated into ton miles; 
has it ever been the study of any negotiations between you 
and the railways looking towards a cheaper rate to Calgary? 

A. No, I can Say it has not, Mr, Frawley. 

@- Now, will you look at pages 5 and 6, right at the 
bottom of page 5 you say: that fruit is carried from Grimsby 
to Montreal, a distance of 391 miles for $1; and at the 
top of page 6 one sees that the same freight is carried from 
Kelowna to Calgary, a similar distance of 387 Miles, fox 
$2.20 per carload. Now, turning that into ton Miles, this ig 
what it looks like: The ton-mile rate on the Grimsby to 
Montreal movement is just about 5 cents a ton mile. Do you 
agree with that? 

A. Yes, 

Q. While the ton-mile rate on thepmovement from Kelowna 
to Calgary is more than twice as much, namely 11 cents. And 
at the top of page 6, the $2.20 carload rate works out to 11 
cents a ton mile. Have you ever given any thought to these 
ton-mile rates, putting one in apposition to the other? 

A. These figures only came to my notice very recently, 
and we have not had an opportunity to pose questions to the 
express department, 

THE CHAIRMAN: This is a competitive rate? 
MR. O'DONNELL: Grimsby to Montreal is either a 


Motor truck, or water competitive, or both. 
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THE CHAIRMAN: This is a competitive rate? 

MR. O'DONNELL: Yes; but they are not comparing 
dike with like at all. 

MR. FRAWLEY: We are comparing the rates which 
move the traffic, which Ls fruit, in one instance, from 
Kelowna to Calgary, for $2.20; and the rate which moves it, 
that fruit, from Grimsby to Montreal, namely, $1, 

MR. O'DONNELL: Kelowna to Calgary is not a truck 
rate. 

MR. FRAWLEY: I know all that. There is no highway 
between Kelowna and Calgary, - oh, yes, there das iat 2 
minute; you can go from Kelowna to Calgary by vruck, If vou 
are sufficiently pioneering. 

THE WITNESS: Yes, 

MR. FRAWLEY: Q. And you have to traverse a part 
of the national parks? 

A. Yes, 


Q. And what is the rule with regard to the national 


parks? 

A. As we stated here, 

Q. You cannot take a commercial vehicle through a 
National park? 

A. You cannot carry commercial freight through a 
National vark, 

@. So P.S.V. traffic could not take up freight at 
Kelowna and move it into Alberta? 

A. No. 

Q. Because the national parks say: We don't want you 


travelling through here? 


An Yes. 
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@. That is a pretty effective way to stabilize 
competition, is it not? 

A. It works that Way, but whether that was the purpose 
or not, I would not like to say. 

MR. SINCLAIR: It May be that the tourists had 
something to do with it. 

MR. FRAWLEY: The province of Alberta is not 
regarding it light-heartedly, at any rate, Mr. Chairman: and 
we will, at some time, be making further submissionsto the 
Board about it. 

The national parks will Say: Keep your commercial 
vehicles out of the park; and, unless you go down into and 
through the United States, you cannot proceed with freight 
from Kelowna to Calgary. And in addition, until very 
recently, we had another regulation, that a truck could not 
be a bonded carrier. It took a Geneva Conference to remove 
that obstacle, but it has now been removed. But speaking 
of the national parks, you cannot travel commercially between 
Alberta and British Columbia through the National parks with 
Recight traffic, 

THE WITNESS: That is PIEGG: 

MR. FRAWLEY: Q. You cannot travel commercially 
between Alberta and British Columbia through the national 
parks, not with freight traffic. Now, at the bottom of pages 
5 and 6, do you mean general castern rates or the 
rates themselves which have only recently come to your 
attention? 

A. The rates themselves; that is, the eastern rates, 


We have the other tariffs on file at our office. 


Q. Using the same figures that you have, that same table 
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on page 6, and just looking at the way in which the ton- 
mileage rate discriminates against Calgary, one finds that 
the rate from Kelowna to Calgary is ll cents. 

MR. EVANS: Yoy told him that. 

MR. FRAWLEY: No, no, 

MR. FRAWLEY: Q. Mr. Evans Says that I told you 
that. But I understood you to Say that you agreed with me, 
You people 7 have them Just like that, with 4 snap of 
the fingers, just Calling them orf as I mentioned them, 
Eleven cents, you Say, is the ton-mile rate from Kelowna to 
Calgary? | 

A. That is patent. My bersonal feeling is that the 
figures Speak for themselves, the figures of so much per 
100 pounds, 

Q. Well, I have &2 purpose in askingyou, be it good or 
bad. I just like to get it into the record because I may 
want to refer to it at some time. You say the ton-mile rate 
from Kelowna to Calgary is 1l cents. Now, taking the rate 
from Kelowna to Regina of $2.45, these are express rates, 
and I say that it works out to just a little over 5° cénts: a 
ton-mile? 

A. That is Aes ed @ hier 

Q. And the rate from Kelowna to Winnipeg of $2.65, 
Works out at 4-1/3 cents approximately? 

as That is rient. 

@. Did you ever have occasion to discuss, as traffic 
lamager of this big fruit organization - to discuss it with 
he express company, when it wanted 11 cents a ton mile as 
Pate on these fruits to Calgary and was content with 


omething under half to Regina, and, of course, very much under 
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half to Winnipeg? 

A. Well, Mr, Frawley, I think you come back there to 
the same thought you raised with regard to freight rates, 
You cannot pick the lowest one and call that a criterion for 
the shorter mileages, 

Q. But do you not think that the ton-mile rate is a 
perfectly good guide? There may be other considerations, 
but isn't it a very important one? 

A. Well, not over wide areas; you cannot take the 
lowest one and apply it over a wide area, as the mileage 
increases, 

Q. But when you look at it in tons, they are getting 
$53 per ton to take this fruit to Winnipeg, and $49 to take 
it to Regina: and they are getting $44 a ton to take it to 
Calgary? 

A. All right, 

COMMISSIONER INNIS: 9. Have you any figures on the 
rates from Grimsby to Winnipeg? 


A. NOt with me, Mr. Commissioner. 


Page 2835 follows 
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Q. You don't know how far it is a competitive point 
as between Grimsby and =.. 

A. No. As to these rates, my impression is that they 
were not determined with respect to easterm competition, 
Speaking of these CXpress rates, 

MR. FRAWLEY: Q. Now, Mr. Ewer, 2 couple of 
Seneral matters I wanted to ask you about --- 

COMMISSIONER INNIS: 9. You are Not disturbed, then, 
in Winnipeg by Ontario competition? 

A. Not in commodities that move by express. 

THE CHAIRMAN: Q. Are all these rates given express 
rates” 

A. Mr. Chairman, these on the foot of Dege 5.enc the 
top of page 6 are express. The peraegraph states thate1t 4s 
charges on express traffic, and, the information only having 
come into my hands, I thought the disp»rity or contrast was 
of sufficient interest to write into this submission. 

MR. PRAWLEY:Q.Mr.Ewer, you interpolrted a remark 
at the foot of page / that, while the mountain differential 
18 going off on the ist of July, you have found that other 
fruit rates or some fruit rates are being increased; would 
you tell us, please, what those fruit rates are, between 
what points and what rates: 

A. Welt, i find, Mr. Prawley, that this blanket on 
apples which formerly extended from Morse to Port Arthur -- 
to Fort Williom --- 

Q. To Fort William it extended? 

A. I have got them both wrong; I want to get back to 
Winnipeg. Western Crneda is Fort Willieam-Port Arthur, but 
she blanket terminates at Winnipeg and the $1.37 which formerly 


| 
‘PPplied from Morse to Winnipeg on apples has “apperently been 
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discarded in the new rates which purport to elimincte the 
mountain differenticl We have $1.15 at Moose Jaw, SL 20 
at Regina. 

Q. Let us look at this. On page 4, you have there 
Kelowna to Regina, $1.82. 

MR. EVANS: That is peaches. 

MR. FRAWLEY:Q.That is peaches, plums, apples and 
pears, $1.37. Tell us what it means with respect to these 
three? 

A. Let me put down here, if you will, the new 
Situation, and I will have it rignt in front wormmes 

Q. Now, Mr. Ewer, you are looking at page 4, and you 
were going to give us what the rates will be on these 
commodities after the mountain differential has been taken 
orf? 

A. Yess 

Q. Now, can you give it to us with respect to each 
of the three groups: 


A. As to Calgary? 


Q. As to Kelowna to Calgary: 

A. The new rates are to be $1.05. 

Q. That is on peaches and plums: 

A. cee TL. 

o $1,057 

A. oy 

Q. 71 on apples and pears? 

A And 46 cents. 

Q. And 46 cents on vegetables. Kelowna to Regina? 
i el .Go, 61.260, 71 cent. 


COMMISSIONER INNIS: 2. What is Kelowna to 
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yee The three items‘ 


Q. No, just the one item: 

£, The last item, the vegetables, 71 @ents. 
2. I mean the peaches? 

AY $1.85. 


MR. FRAWLEY: 9. $1.85; that has gone up. 
A. That has gone Up; Ves* The apples and pears have 
gone down, $1.26; vegetables have gone down {1 ¢ents. 
Q. Kelowna to Winnipeg, $1.82? 


A. Becomes $2.2). 


Q. This is the result of the removal of the mountein 
differential? 
A. es. 
MR. O'DONNELL: . Which they asked. 


THE WITNESS: Apples and pears becomes $1.49, 
MR. FRAWLEY: A little poetic justice somewhere. 
Q. What does it become: 
$1.49; and the 90 cents becomes 82. In between 
that, Regina and Winnipeg, Brandon comes in at lie ie 
$1.42, 179 cents, so the principle of the blanket has been 
discarded as to some part of these rates. As I say, this 
Only just came into my hands, ond I am hardly in a position 
to evaluate the result. 
THE CHAIRMAN: @. Mr. Ewer, what figures do you 
Zive from Kelowna to Winnipeg I did not catch them. 
aS)6Oof2. 2 on the fresh fruit. 
MR. FRAWLEY: Q. Peaches and plums 
A. Yes. $1.49 and 82 cents, shows increases on the 


fruit and a decrease on the vegetables. 


a) I think you had started to explain this difference, 
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but, to get it on the record from & layman rather than a 
railway CSO RG « « Wiadid you tell us now what 18 your under- 
Standing as to the reason why in the movement Kelowna to 
Regina the peaches ang plums go up from $1.82 to $1.85, 
and the apples ana DSATs come downairom tt M7 aia $1.26, 
and the vegetables ‘come down from 80 cents to 71 cents? 

A, T 66.70t thik ft Should attempt to answer that, 
Mr. Frawley. These figures have only JUuSt come to me from 
Kelowna, and I do not know the answer, and even after I 
eee the tariff fT may still not know the answer. 


Q. I think that ig alin thaaic you, Mr. Ewer, 


u 


CROSS-EXAMINED By MR. SINCLAIR 

Q. Just on that point, Mr. Ewer, it might be helpful 
to the Commission, that -s a result of the removal of the 
mountain differential the prairie scale has to be applied; 
that is correct, is it not? That is what they asked for? 

A. I have just been trying to reeall the Board's 
Order. At the moment I have not got the wording in front 
Of me. It is rather difficult to discuss this thing with 
this information coming to me in this form at this place. 
If I were Sitting in Kelowna I would discuss it with you 
more easily. 

a. I realize that, Mr. Ewer, but the application wes 
to remove the Pacific seale -- not to remove the Pacific 
Scale, but to put the Facifie aren on the prairie scale; 
that was the application? 


A. To bring out the mountain differential. 
Q. Which would have the effect of applying the 
Prairie scale throughout? 
MR. BRAZIER: The Board's order will speak for 
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MR. SINCLAIR: Oh, quite. 

THE CHAIRMAN: Mr. Sinclair, are you telling us 
now positively that these new rates which Mr. Ewer has given 
to us are rates which conform to the prairie scale: 

MR. SINCLAIR: My lord, these are Special commodity 
rates. While ‘fruit is classified third and Pi tths wand 
vegetables eighth, they have special commodity rates that 
are below the distributing class rates, but generally 
Speaking these commodity rates of course have a relationship 
to the class rate, so that when you take the prairie scale 
and apply it throughout the West, including British Columbia, 
preven is a relationship into these commodity rates, 
and that is wheat I am instructed has been done, so that 
that is why when the mountain differential, as we said 
in Mr. Frawley's province, came off, some rates went up, 
Some rates went down, because it was an application of the 
Prairie scale of rates. 

Q. Now, Mr. Ewer, I understand that the Okanagan 
produces the finest eating apples in the world; is that 
correct? 

A. You @re not. trying to prejudice me. with eny oF 
these Nove Scotians that are here 

MR. O'DONNELL: Speak to Mr. Covert. 

MR. SINCLAIR: @. And as a result you are very 
jealous of the quality of these apples as they reach the 
hands of the consumer? 


A. Right. 
Q. And you have found that the Okanagan valley of 


British Columbia is particularly adapted to the growing of 


these Delicious apples? 


A. It has been found so, yes. 
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2. And as a result cf that your production has 
Substanticlly increased? 

A. The record shots that, yes. 

2. And at the outset of your industry you first 
produced enough fruit to Satisfy the local market and the 
West; that is what you Say in your brief? 

A. het is right. 

And as your production expanded you had to look 
for markets further afield? 

A. That is there. 

a e Now, you developed a considerable market 
offshore in England? 

A. i Milne goa 
Q. 


+) 


That is in your offshore figures; and as a result 
of difficulties in England, finencial difficulties, exchange 
eeiticulGies, you have lost this English market substantially 
in the last season or so? 

Be. Right. 

Q. Now, could you tell the Commission, Mr. Ewer, 
what was the nature of the federal rid provided to your 
industry as a result of the loss of the offshore market? 

A. In the case of British Columbia the Federal 
Government through its Department of Agriculture placed 
Something of a ceiling -- something of a floor, I beg your 
pardon -- under a certain proportion of the crop in each 
Of several years, varying provision in the varying years, 
depending I presume on the urgency of the position as our 
This past season it was 


people were able to present it. 


negligible. 


Q So as your ability to meet competitive markets 


elsewhere increased, the subsidy lowered, and vice versa. 
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f. It was not Just tied in in that form, but -<« 

Q. Substantially --- 

A, That is. the development, at least that is the 
end result of it. ves. 

Q. And because of the excellent organization of 
mrketing facilitics and publicity you have been able to 
meet competitive markets far from the Scene of production; 


is that correet? 


A. Right. 
Q. So with an advantage of good salesmanship, 


eareful marketing, good busincss end fine apples, the 
Okanagan has become quite famous as a fruit -producing 
centre in many places 

A. Yes: you might even have included the Yailroad, 
mightn't you: 

Q. I was leaving thot for you, thanks, Mr, Ewer. 

A We like to give eredit where credit is due. 

Q. Thanks. 

A. I have a lot of traffic friends Sitting back here. 

Q. Now, these special commodity rates that are 
Siven from the Okanagan -=- Mr. Frawley was mentioning these 
~- are based on 2 level of rates existing from the Yakima 
Valley to St. Paul: that is correét Theat is their 
historical eonnection, isn't it? 

A. Well, you can make that statement; I am not 
in 4 position to acknowledge it. 

Q. As a result of these special commodity rates 
the fruit growing -ndustry of the Okanagan has enjoyed 
Substantinl reductions from the distributing class rates 

A: Well, now, let us look at that. 


Q Well, if I am wrong I know you will correct me. 
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A. I have forgotten for the moment your name -- Mr, 
Sinclair. In our presentation to the Board in the 30% case, 
to which, as I recall, Mr. Evans unkindly took Sxceprion, “I 


Showed the comparative rates from Vancouver to a number of 


places. He thought because I used Vancouver I was attempt - 
ing to evade some advantage we had in the Okanagan. Your 


traffic officers will tell you these rates ape all taken 
from the one tariff. The commodity rate from Vancouver 
to Banff on apples was 86 cents, and your prairie ¢@distri= 
buting rate for 2 corresponding mileage was 77 cents, so 
we have not got prairie distributing rates as commodity 
PAGeS « 

Q. Yes, but thet was the mountain differential. 

A. Now, unfortunately, again, these Vancouver figures 
do not help me to evaluate these new mountain GItrerenin ad 
alleged mountain differential, eliminetion raves. 

Q. I think it will make me feel better if you do not 
use that expression "alleged removal" all the time, Mr. Ewer, 
because that rather bothers me 2 little bit. 

dU I know, but I am a bit disturbed when I find 
these increases that have popped up - 

Q. I see. Well, some people when they ask to have 
things removed find out that they are not quite as rosy on 
the other side of the street. 

A. Veil, it could, bés distent fisidscars always green. 

Q. Now, if you would not mind, Mr. Ewer, turning to 
Page 4 of your brief --- 


A, Just in case anybody is worrying about my 
drinking 211 this water, I was not with the advertising 
folks last night. What page? 

Q. Page 4 of your brief, Mr. Ewer. That table you 


Show there, Mr. Ever, -- Mr. Frawley has been talking of 
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it -- these peaches are third class, are classified as 
third class? 
A. ment... 
MR. FRAWLEY: Third-class peaches, you mean? 
MR. SINCLAIR: Of course not, in the Okanagan, Mr. 
Frawley. 
Q. They are classified under the Freight Classification 
as third class? 
A, Raenc. 


Dy. And the apples and pears are classified fifth 


eiass? 
A, OSrrsecyT 
Q. And the vegetables are classified as what’ 
A. T-am not afraid of that one. 


Q. Oh, I know. 
A. Dreoteene, Clehth 
ce And how do they travel? 
THE CHAIRMAN: What are vegetables 
MR. SINCLAIR: Fifth and eighth. 
a; How do they travel? 
A. Thibetrating here reflects: iehthee lass. 
THE CHAIRMAN: When you say fifth and eighth, it 
depends on the vegetable? 
MR. SINCLAIR: Well, they classify vegetables on 
the tops, and peas and beans and the like move at fifth 
Class, but other vegetables move at eighth class, but the 


rates here 2nd the rates that are effective result in them 


all moving at eighth class. 
THE CHAIRMAN: All the vegetables 
MR. SINCLAIR: Yes, from British Columbia. I 


thought that would be of interest. 
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Q. Now, on page 4 you say that transportation ig 
extracting a disproportionate share of the market value of 
the products. Now, Mr. Ever, I Suggest to you that the 
priccsof peaches and apples have more than doubled since 
the 1935-1939 average: is that right? 

A, Yes, you could be substantially correct. i 
presume you have some figures in front of you. 

THE CHAIRMAN: Peaches and pears? 

MR. SINCLAIR: Peaches and apples. The figures 
i heve, my lord, are, peaches, average per bushel 1935-1939 
average, $1.44; in 1945, which is the last figure I have 
got, $2.95; end apples, the average 1935-1939, per bushel, 
79 cents. 

MR. EVANS: (Deeencen 

MR. SINCLAIR: 79 cents. 

MR. EVANS: I have 75 @ents. 

MR. SINCLAIR: Well, it may be 75 cents; and 
1945 was $1.65. 

THE WITNESS: These are the values at what place? 

MR. SINCLATR: These are the figures as shown in 
the Canada Year Book, and it is the all-Canada average, I 
would imagine -- in fact, I recall that it is. 

THE CHAIRMAN: Are you also saying, Mr. Sinelair, 
that the freight rates have changed between the two periods, 
Or have they not: 

MR. SINCLAIR: Yes, the point I am making is that 
While the value of the product has increased to this extent, 
the freight rates have increased only the 21% that was 
granted by the Board. 

Mr. BRAZIER: That I do not think is Correct, MR. 


Sinclair,as far as fruit and vegetables are concerned. Mr. 


| - Hes = | 


tei foe soy F geeg ao wer 


eb vy 


7 > new 
- [oa 


2 tet ogarci? 7) 
stiry tevaen off To sade stdanoletogotgelh A grisomases 
nt waist } taensava I ts “3 om , wou adouhory ont 
ig £2 haa | rom oved eolaqn bar sertaasty Yoong 
‘Intgtn todd? 2b sogsraes CRCL-AEOL anlz) 
/ towevoa vifetvausdedua od bined voy), ast fh 
j bo deer? of sera lt) chice- even) amy oneia SL | 
aq be inset? y WAMALTAND HHT 
gar bas eeflons4 isATAZOWLS sam 
fh hes rary , sort OQ!) OTF pMtrol ent “powell 
vec fas! id si fg Hor wr 4 ee. £4 > sarde 
iaud ; bay t: .aefage & :2e. alk +o 
¥ € : CuAV a iM 
> f [LAIMA . Ae 
> ey =: ae SUAVe . oh 
:  :HTAIQALS sie 
eo. he ase 
| 2oNT *¢BBRUTIW SAP 
’ ) yr. ft ITAQOMTE. AM 
Pa tint Nook eesy Lege a 
3t ghdy Lisood t ,3oRn? AL +4 BaiBent 
eo rl roe G@Lp. oy f :MAMAIAHQ GAT 
i = We oS oy ssinr 9 ert ong 
ion vend « 
a) meisem me T Satod de as AIASONIA 4 AM 
2 arae neeronl nat sorbo ati tO oVLev vag 
’ 
w Pens 5 $ ’ begeoront | ton sop he 
, 
1 eisog iid ya obs 
eres eae: wirhdd gon of I- ant : AS ITSARE ae 
boitgsanon sis aeidadeger bas Ofvat ¢4 tet eae 


- 2845 - Mr. Ewer, cr-ex 


Ever probably can correct me. They took out a rate that 
was in effect during the wartime, and added the 21% onto 
the old rate. 

Q. BOM Get correct, Mr. Ewer? 

A. Ves Sar. 

MR. EVANS: An emergency Late . 

MR. BRAZIER: An emergency rate. 

THE WITNESS: It was the normal rate that was 
advanced. 

MR. BRAZIER: So there were at least two increases 
as far as the apple people were concerned. 

MR. SINCLAIR: Well, there were emergency rates in 
effect, and when these were no longer deemed necessary they 
were removed, and, as my learned friend Mr. Brazier says, 
it all depends what you take the 21% on: but there has only 
been a 21% increase on what I will eall the normal rate. 


THE CHAIRMAN: Not on the emergency rate. 


(Page 2850 follows) 
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MR. SINCLAIR: No. As you know, Mr. Chairman, 
there was a very serious depression in agriculture which 
affected this province too, and the railways assisted 


agriculture in this time of adversity by special emergency 


rates. 

MR. BRAZIER: And themselves, 

MR. SINCLAIR: Quite so. Mr. Brazier says to 
me, “and assisted the railways themselves." I agree. We 


wanted to move the traffic. It was a mutual thing, 

THE CHAIRMAN: You were not compelled, 

MR. SINCLAIR: No, Mr. Chairman. 

MR. FRAWLEY: It is just like Mr. O'Donnell's 
livestock rates. That is why they went down, so you could 
move them. 

MR. SINCLAIR: We are in British Columbia, and 
we are dealing with fruit. We have left livestock behind 
for a little while. Let us proceed. 

Q Do you know what the prices of peaches and apples 
_ are today? 

A We do not announce prices for any commodity until 
it is ready for sale, and we have no peaches yet. Last 
year's apples are all sold, so we have got no apple prices, 

Q What about last year? Let us take the figures 


Zor last year. 


A Unfortunately I am not in a position to give you 


those figures. 
Q But I think you said it is fair to say they are 


about double? 


A They are higher than they were in the period 


1935 to 1939, certainly. 
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Q In view of that, Mr, Ewer, it is rather hara to 
follow that transportation has extracted a disproportionate 
Share of the market value of the product? 

A There have been times when that was true, but it 
may not be true today. 

Q In times of adversity and market fluctuation they 
Sometimes get out of line. That is what you mean, for a 
short period, and when they get very bad you go to the rail- 
ways and sit down, and as businessmen try to work out a 
proposition that is of mutual benefit? 

A Very nicely put, but not the way I had thought of 
putting it, 

Q If you will turn to page 5, Mr. Ewer, you are 
Speaking there of the perishability factor, ana you add 
that there have been certain improvements on the part of 
the shippers and the railways, and on those bases I under- 
Stand you request lower rates and lower Classifications, 

I presume that you know that a change in the Classification 

- I know you do know - is a matter for the Board, that the 
Commission is not particularly concerned with Specific 

rates? You knew that? You were Just giving some information 
here, I presume? Is that right? 

A CI quite recognize, Mr, Sinclair, that this Com- 
mission has a totally different purpose than the Board of 
Transport Commissioners, and we may make Suggestions to this 
Commission, not innuendoes, suggestions which we think they 
may be in a position to follow up and develop and adopt 
or discard as their judgment directs. That is the purpose 
70 which some of these remarks are directed, 


Q That is the purpose. I suggest to you, Mr, Ewer, 
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that the perishability inherent iy EPuL 2 Hoe something 
for which the railways are liable? 
A i did not say so} 
Q That is correct, 18 20 nov? 
THE CHAIRMAN: You Say perishability is not some- 
thing -- 
MR. SINCLAIR: The perishability inherent in 
TYuUits is not Something for which the railways are liable, 
Under our contract of carriage under which the traffic is 
moved under standard conditions which are approved by the 
Board of Transport Commissioners the railways are not liable 
for inherent defects. Inherent in allo fruit, of course, is 
the perishability factor varying with different types of 
frau, That ie the only thing. 
THE WITNESS: I did not imply that here, did I? 
MR. SINCLAIR: @Q. Well, I don't know, Mr. Ewer, 
A Not that the carrier was. I think the classifi- 
cation can reflect an estimate of perishabiliey, 
Q Not if we are not responsible for it, Mr. Ewer, 
THE CHAIRMAN: Who stands the loss in case of 
actual perishing? 
MR, SINCLAIR: If it is an inherent defect -- 
THE CHAIRMAN: Then the railways do not stand 
the loss? 
MR. SINCLAIR: No. 
THE CHAIRMAN: It is the shippers’ responsibility? 
MR. SINCLAIR: Yes, as long as there is no 
negligent handling on the part of the carrier. The point 
I am trying to make is that the witness makes reference 


to the classification. I am suggesting to him that the 
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perishability factor was not an element in fixing the 
Classification because we were not responsible for it at 
any time. 

THE CHAIRMAN: ‘That would then have a tendency 
to put the classification down, would it not, if you are 
not responsible? 

MR. SINCLAIR: No. You see, we are responsible 
for handling, and when the classification was set - let us 
take the third class, classified as third class, peaches, 
It was the handling that was one of the factors that 
determined their classification. The inherent perishabil- 
ity of the traffic igs not an element in determining the 
classification, 

THE CHAIRMAN. It is not taken into considera- 
tion at all? 

MR. SINCLAIR: No, because we have no responsi- 
biIity. 

THE CHAIRMAN: Then why do you raise it? 

MR. SINCLAIR: At the top of page 5 he says that 
perishability -- 

THE WITNESS: I did not Say inherent perishabil- 
ity. 

THE CHAIRMAN: He gays: 
"Fruit classifications were established long 
ago, and predicated upon perishability factors...." 
You say that is not the case? 
MR. SINCLAIR: Yes. 
THE WITNESS: This does not necessarily imply 


inherent perishability. 
THE CHAIRMAN: But it is not actual perishing; 
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it is the perishability of an article, 

THE WITNESS: ‘That factor can be controlled in 
its handling whereas inherent berishability - and ming 
you, perhaps our minds do not just meet there, ag Colonel 
Wheeler has said - an inherent defect is Something that 
came along with the Erowth of the product. It is still a 
perishable product ana can be ruined in transportation or 
ruined in the packing house, We distinguish the two 
classes of perishability. 

MR. SINCLAIR: Q. Quite so, Therefore the 
perishable factor that affects the classification is the 
Special type of equipment that is required to handle the 
traffic and to move it? 

A Now you are Switching from the product to the 
equipment. 

Q I thought I had disposed of the question about 
inherent perishability. 

A All right, we have that taken Care “Of. hac is 
the shipper's problem. It is transit perishability that 
is largely the problem that is in mind here. 

Q I was distinguishing transit perishability as 
Such perishability that is not inherent in the fruit, 

The classification reflects the cost of moving this Craiiae, 
That is one of the ractora,1s 20 fore 
A One of the factors. 


Q And the special equipment required to move it 


is one of the factors? 


A I would hesitate to believe that is one of the 


factors in the classification. 


Q And the special facilities required is one of the 
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factors? 
A I cannot subscribe to that either, 

THE CHAIRMAN: Are you talking of things that 
are specially required because of the articles being per- 
ishable? 

MR. SINCLAIR: Quite so, 

THE CHAIRMAN: Then you are assuming some respon- 
Sibility for handling them. 

MR. SINCLAIR: Under the Railway Act we must 
provide suitable equipment for moving the traffic, 

THE CHAIRMAN: Yes, 

MR. SINCLAIR: And Truly, of course, requires 
refrigeration at one time of the year and heat at another 
time of the year, 

THE CHAIRMAN: Because it is perishable, 

MR, SINCLAIR: Yes, 

THE CHAIRMAN: Then perishability is one of the 
factors, 

MR. SINCLAIR: It is not inherent perishability 
enewue Truit, Tt as merely the fact that it requires 
expeditious movement; it requires to be kept at a constant 
temperature. These apples come out of cold storage plants, 
and if they are not kept under refrigeration they tend to 
drop in value. While you might be able to move apples for 
certain distances without having them constantly under ice, 
to keep the product up to a high standard Mr. Ewer requests 
refrigerated service, and the railways attempt to provide 
everything that he requests. 

Q There is another factor in the handling of fruit, 


is there not, Mr. Ewer, and that is that it bruises easily 
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and requires rather careful handling? 


A Within the Shipper's premises, yes, 

Q And also within the cars, too? 

A Yes, the Shipper places it in the cars, 

Q And in the movement of those cars? 

A Did you ever stand down in the yards and watch 
them? 

Q Many times, 

A And see what happens and listen to what happens? 

Q Many times. It does require careful handling, 


That is the: int I am making, 


A Eu does not always get it. You acknowledge r 
that. 

Q Quite so, but it requires it, 

A We know it requires it, quite true, We will not 


argue about that, 

Q These are matters that I Say all affect the 
classification of the Graffie. Aliso on page 5, at the 
beginning of the first complete paragraph. You Say: 

"Charges for protective services (refrigeration 
and heating) are on a higher basis than assessed on 
traffic originating in Ontario and destined to western 

Canada, in fact, charges for all accessorial 

Services are less in eastern territory than in 

British Columbia." 

Mr. Ewer, no rental charge is made for refrigerator cars 


on anything classifying fifth class or higher in either 


the east or the west? 


A Yes. 
Q And rental charges for cars of vegetables which 
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take eighth class in British Columbia are the same in the 
west as in the east up to a thousand miles? 

A You are telling me. 

Q That is correct? 

A You are telling me. 

Q I am telling you, and that they are higher in the 
east for distances over a thousand miles? 

A Are there many? 

Q I am saying that for movements of over a thousand 
miles -- 

A You are stating that. I have not the Carati., 

Q I am so instructed, Mr. Ewer, by our traffic 
OLlieer, 

A Ale elieh ts, 

Q Now, ice and salt charges are higher in the west, 
and the reason for that, you will agree with me, is because 
those charges are based on cost? 

THE CHAIRMAN: On what? 

MR. SINCLAIR: ». Cost, the cost of the ite, “Me 
point is that the Board fixes charges for ice and salt. 
The Board has said that the railways are not to make any 
profit out of supplying ice and salt. They have fixed 
those charges, and they have investigated the matter very 
extensively, and have made studies of costs. As a matter 
of fact, the railways pay more for ice and salt right at 
the present time, not taking into account any loading and 
tamping of it and servicing of the car. 

THE CHAIRMAN: You pay more in the west? 

MR. SINCLAIR: Yes, than in the east, and British 
Columbia is an area where the cost of ice is high. Heating 


charges are higher from British Columbia than they are in 
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the east. 

Q The reason for that, Mr, Ewer, is that you have 
carriers! protective Service; that is correct, is it not? 

A So designated, 

Q And that carriers! protective service was put in 
at the request of the fruit growers of the valley? 

A That is right, 

Q And in the east they have standard heat and venti- 
lation? 

A You will let me interpolate right here - at rates 
that are not acceptable to the industry today. If you 
would like some history on that I will give it to you. 

Q I am just dealing with the class of service, 

A Correct; go ahead, 

Q Under carriers! protective Service a higher standard 
of service is given than under standard heat and ventila- 
tion, which is operative in eastern Canada? That is correct, 
is it not? 

A No, I believe not. 

Q Not a higher standard of service? 

A Not as far as I know. 

Q There is a higher degree of liability, is there 
not? 

A I woild not be too sure about that in actual prac- 
tice, 

Q The onus of proving negligence under standard heat 
and ventilation is on the person alleging it while under 
carriers! protective service the onus of disproving 
Negligence is on the railways? 

A I have had some very discouraging experiences 


with the freight claims departmemt on carriers! protective 
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Service, 

Q That may be because the facts turned out that way, 
but I am talking about principles and the liability lying 
behind these matters? 

a ALD pisht. 

Q And under carriers! protective service operating 
out of the valley you have the option at the present 
time of Ordering or not ordering it as you wish, and that 
results in higher charges, does it not? 

A Xeq, and if you could tell me - and I know you 
cannot - this would not be the place to do it - we are 
going to challenge the basis of charging, 

THE CHAIRMAN: Q. Pardon? 

A We intend fo challenge that basis of charging as 
being unfair, unreasonable and inequitable. 

MR. SINCLAIR: All I am doing - I know that the 
Commission is not interested in the specific charges. What 
I am trying to do is to deal with the principle of the 
difference between carriers! protective service and 
Standard heat and ventilation, which is the service oper- 
ative in eastern Canada. There is no doubt that Mr, Ewer 
has certain views on charges,but I am not dealing with them 
now. 

THE CHAIRMAN: You must not assume too readily 
that we are not interested in knowing specific charges 
because we have been hearing about them ever since we have 


begun. We could not draw any conclusions if we did not 


have the facts, 


MR. SINCL.AIR: Very well. 


Q Mr. Ewer, the charges for carriers! protective 


| Suan 
ayers ech etan ov berpriy 2 aa ron weatnaad sade Se rt 
Tog pitt HEL ech cere che ginning. Aviode. deta ba tha & dud 
 Sestatom: aeons divtiod 

_attelg [ERC A 

aoe Beeneges ‘ ehyaon el bavagerng oe tee spoieetin cial * e 
 Seegay SIF; Seer tapers Wold veved aye Ws L58V sos Nate 
letda bots tndel.wogs ee i) arobbebig son se gnamehig: te: rag 
“diaod Vi ehobs esntete edgis: ah “9 5k esE. 

sopepoadak Leone eset bleh i bbyoacrot. AE: ee vue’ “A 


a ; \ , 
[eB tew < Dihebiescacela uss tod LOR lvoe: ‘abot 4 FORE 


us Seta s Tase tend emg aoe £5 Lavderod 1g0kge 
Nats ey oe) Capt ee ie os 4 + MAMAEANS.: HT 


arageten Oven excel ie  ae ‘ ry 5 eit ee ee... i fe | 
. BE Met egon So eters sep senne!l Sang Gg baer st: ow. A 


. 


oldidadlenenichns (sidanoegagad:¢% talons oes | 

eit date wend ft arginto®eow TioLA! - Ree oan a 
fut. cseeneads: afieseqedents: nde badedias Pato OM: sdonotoadnae 
cv beanie: Dele Lae ead Aerhss 1a 1th: £8005 OF ‘adhob: neatly ioe 


pobano ssa veo sTiddetouw: (ekeiains seemed gotete eam 


TeIgyge guelvaoa elas deicieootdeat timev-hne: daon Dit ae ; 
; | 
ica ett: se ddiddensconm: ple sted? banat gaetesa al ov : 


a mater fie Me ET Lee: Ion R zB god ee pee et. pee 5 fo ewely ate news a 
wets 
VET a9.. DOs: SVS en: Sahih Peete Gc ¢. et sec7 SEED 3 * Seer 
: IORI be Eeodemetwort: af heteeneg al : son 2 Eke Gees 
‘exten: SW POS DS Pays cate Oars. ‘pretiaests a6 ad. Svan: Se. Gea 
-* 
Od oft 2 has ay! Ml ae ttet hemos oye weed gore SLMoo BW 
pad pee pee 
/ 
bboy gers Wy ss SAE |” 


Sy, SV LRG Sou i Fe FLIES ee +! ‘gilt > OWE: 5 OMS 


-2860- Mr, Ewer, cr-ex, 


service are based to a large extent on the cost of pro- 
viding that service and the liability that the carrier 
incurs under it? That is cOrrecy, 18 10 Aot? 

A Those are the factors upon which they substantiate 
those charges, 

Q It really is an American rule? 

A Just a moment; I am glad you mentioned that, Did 
you ever compare the American charges with the Canadian 
charges? 

Q Well, I know that the American carriers up until 
Just recently have refused to extend carriers' protective 
Service in certain areas of the United States, and that the 
Commission has ordered it in, and that the people down 
there were very high in their praise of the service being 
given here. Your competitors in the Yakima Valley appeared 
in Washington and tried to make the American carriers pro- 
vide the same type of refrigerator service that was existing 
from the Okanagan Valley to other points. The type of 
equipment service given and the research work that was 
being done in co-operation with the railways were all 
commented upon by Mr. Groseclose of the Yakima Valley 
Producers Association. 

A I think it is fair to say that they carry on more 
co-operative shipper-carrier tests than we do in Canada, 
The first point I was wanting to get hold of there was that 
I would like you to ask your traffic officers to give you 
the carriers’ protective service charge from Washington 
shipping points to Sault Ste. Marie, Michigan, and at 
the same time the charge from British Columbia to Sault 


Ste Marie, Ontario. You will find that the Canadian charge 
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is practically double theAmerican charge for the same 
service, 
Q Is it compulsory inthe United States or optional? 
A It is optional just as it is here. 

MR. EVANS: A different climate. 

THE WITNESS: No different climate from North 
Dakota, Mr. Evans. 

MR. SINCLAIR: Q. The point I am making is that 
this carriers! protective service which you have got is not 
effective elsewhere in Canada, and arose as a result of the 

request of 
7 the shippers, and is a matter that was under negotiation 
with you from time to time when the railways' rules were 
changed? 
A Let us go back. I don't know. 
Q@ Is it correct that you said "yes" to that ? 
A There is no C.P.S. in eastern Canada. I Will agree 
with that. 
Q And it is a matter of negotiation with the railways 
to bring this service into effect? 
A I will not agree that shippers in eastern Canada 
have a less satisfactory experience under standard heat 
and ventilation when it comes to claims for damage in 
transit than we have under carriers! protective service, 
Q You could secure standard heat and ventilation out 
of the Valley if you wished it, could you not? 
A Over somebody's dead body, maybe. 
Q You mean your shippers? 
A No, I do not mean my shippers. Let us not start 


arguing over C.P.S. charges. I do not think that today 


we are getting anything beyond standard heat and ventilation 
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Service irrespective of the charges we are paying. I think 
we are getting the same service in every case, 

Q I am merely pointing out to the Commission the 
different aspects of liability, the differences between the 
Services, and in view of the questions I have asked you) 2 
think you will agree with me that the words "all accessorial 
services" -. . 

A "All" may have been used unfortunately there, but 
Zev us go back to icing, as long as we are examing heating 
and refrigeration. We have charges in western Canada, in 
British Columbia which are totally different to those on 


the prairies or in eastern Canada. 


Page 2862 follows 
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Your traffie department will tell you whether or not there 
is a difference, 

THE CHAIRMAN: 2. You mean a difference in the 
mountains? 

A. A difference in the mountains. If we want a car 
at Kelowna initially iced to move without further icing we 
pay the tariff charge for the ice plus 20 per cent of the 
fixed standard refrigeration charge to the destination. At 
no place else in Canada does that 20 per cent factor enter 
into the POLrie:.. ation charges in the traffic, 

MR. SINCLAIR: Q. Well, Mr, Chairman, the railways 
contend that the revenue from the ice does not meet, in any 
way, the cost of Supplying that service, 

A. Neither in British Columbia, Manitoba, 
Or Ontario. 

Q.  uite sos; but a review of the charges is under 
the jurisdiction of the Board and that is a point I wish to 
make; and I know that Mr. Ewer agrees me with me on that. 

MR. FRAWLEY: Have you tried to get any relief from 
the Board? 

MR. SINCLAIR: We shall be on ice forever if we do 
not get forward. 

MR, SINCLAIR: -. Now, on page 6, you Say that there 
are widespread instances of the departure from the principle 
of meeting out-of-pocket costs; and you clg@im that rates are 
higher on fruit and vegetables from British Columbia 
Substantially fruit traffic of preferred areas; and when 
you say "widespread" can you help me and give me scme specific 


example? 


A. Why should I do that with all the traffic ability 
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that you have at your disposal? 

Q. Well, YOu make the Statement; and I know it would 
be of interest to the Commission and of interest to me; and 
I thought that maybe you could hedp ene: 

THE CHAIRMAN: Does Mr. Ewer mean to say here that 
in some parts of Canada this particular traffic is being 
carried at less than out-of-pocket costs? 

MA SiLNCLATR?. 7 can only read that into it, Mr, 
Chairman, 

MR. CHAIRMAN: 0. is that right, Mr. Ewer? 

A. I think that is quite evident, Mr, Chairman, in 
some of the figures, where traffic is carried, and where 
there is such a noticeable disparity between the rates over 
certain distances into areas of notable disparity; and one 
can only reach the @Inclusion that one of those rates has 
been borne down to a point where it cannot pOSSibly be 
remunerative, 

Q. Have you inquired, in your own mind, why this is 
being done? Why the railway would carry traffic anywhere at 
less than out-of-pocket costs? would it be done to meet 
competition? 

A. Very probably, to meet competition. But my feeling 
is that there must be a point where you must Stop meeting 
competition, where you are no longer an economic means of 
transportation. 

O.. Yea lL think, thet Me. Walker, the Chairman of 
the Canadian Pacific Railway, when he was at the opening 
meeting, expressed the views of his company with respect 
to meeting competition, and when he said it must never be 


at less - that the lower rate must never be less than the 
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out-of-pocket costs, plus a margin above that, again, so 
as to contribute Something towards the overhead expenses of 
the railway; and, on the other hand, it must never be lower 
than is necessary to meet competition. You see the two 
points? 

As kes, "Lao, 

Q. According to him, no competitive rate Should ever 
be down to the bare out-of-pocket costs, and much less 
than the out-of-pocket costs, and the result is that, if- 
you cannot meet competition Successfully without a reduction 
of that kind, you had better let the thing go. 

MR. SINCLAIR: Would you look at one Specific 
movement? When you look at one specific movement you must 
look at all the factors involved in that movement, 

THE CHAIRMAN: Mr. Ewer Says he concludes - I do 
not know what his evidence is - but that you are, in certain 
parts of the country, rendering this service at less than 
out-of-pocket costs. I was aroused by that statement 
because it is a violation of a very clear principle; Doe you 
admit that it is a fact? 

MR. SINCLAIR: I certainly do not, Mr. Chairman, 

I say that the rate must be looked at with all the experience 
of our officers, because there may be factors which are not 
apparent on the surface. Competition may have a tendency 

to break down a carload rate; or an L.C.L. rate may be under 
consideration; or a truck competitive rate, which may be 


met. 
THE CHAIRMAN: But down to a certain level and not 


beyond that level? 
MR. SINCLAIR: But when you take all the factors 
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into consideration, you look upon it in its over-all 
picture. You take a rate and you make sure that it does not 
€0 below the cost of Providing the Service, and, in some 
measure in its totality, contributes to the general expenses 
of the railway. That was why I asked Specifically, Mr, Ewer, 
for some examples of this widespread existence, 

THE WITNESS: Tf Suggest to you that you have, on 
the prairies, direct competitive rates which, after you have 
paid for your pick-up and delivery and your freight house 
expenses, leave you practically nothing to transport the 
product over fairly large distances, 

MR. SINCLAIR: That is why I explained to the 
Chairman - and I want to be fair about it - that there may 
be an element in breaking down, let us Say, a carload rate 
which is involved; and there are other factors besides 
this which may not appear right on the Surface, I ean 
understand how a person may look at one rate instead of 
another and come out, it may be, with the wrong answer, 

But the principle and the position of the company is, ag 

has been stated by Mr. Walker; and I, too, have Stated it 
to the best of my ability right now; and if there are these 
Widesnvread instances, I do ask Mr, Ewer to bring them to our 
attention, or state how he knows and how he arrives at the 
fact that they are below cost. 

THE CHATRMAN: tave you the rates that are being 


charged and the localities? 

A. I believe I could supply them. I did not come 
prepared to give them here today. 

@. The fact that the railways, in certain localities, 


are rendering this service for the bare out-of-pocket costs, 
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Or less than those, as Mr. Walker says, they must be 
recouping themselves elsewhere; and. that is 4 thing we 
do all want to know. 

A. They have a pot of revenue here and a pot of 
expenditures; and they come to the Board of Transport 
Commissioners and Say: We must have a 30 per cent increase 
because we have not enough in the revenue pot. Yet the 21 
per cent increase did not Correct, tne inequalities, where they 
were doing truck competitive service at less than cost; And 
the dealers have to pay the charges and they do not have any 
recourse. 

Q. Those are facts which will have to pe more definite, 

MR. SIN@LAIR: Certainly. These are matters about 
which we must hear more, 

THE CHAIRMAN: It is a matter of principle; 

MR. SINCLAIR: Yess ..and, the principle of the company 
23) nOt, in view of ali the cireumstances, to carry this 
trarric at something less than out-of-pocket costs, and not to 
provide something more for the general expenses of the 
company. 

MR. FRAWLEY: Might I Say here, that in the 30 
per cent case, I filed a brief to which were appended schedules, 
One of them is in my mind now. There was a rate, a freight 

from Vernon 

rate, to carry fruits /fto Calgary for $1.04, and from 
Hamilton to Montreal, which I used, because it was the same 
mileage, it costs 45 cents. I am Speaking from memory; it 
was either 45 cents or 47 cents. I think 45 was right. 

THE CHAIRMAN: Forty five cents for what? 

MR, FRAWLEY: Forty five cents per hundredweight, 


the same as for the $1.04. And when one Speaks of getting down 
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to rockbottom, that is for refrigerated fruit; and I am told 

that the manner of the movement is practically equal to 

SxXpress because it moves out over night from Hamilton or 

the Grimsby district to Montreal. [I Simply call Your Lordship 's 
attention to that now. I shall be referring more particularly 

to the tariff schedules. There was a disparity of $1.04 

where there was no competition, and 45 cents, where there 

was competition by a water-compelled rate, but it was only 

a Seasonal rate effective merely during the season, Neverthe - 
less there was a disparity. 

THE CHAIRMAN: Yes; but can you go further and say 
that the 45 cents did not cover the cost? 

MR. FRAWLEY: No, Mr. Chairman. There has been no 
examination made, I only bring 1t up now to provide 
something to look at when we are comparing two rates, such 
as Mr. Ewer is putting into the record today. 

MR. O'DONNELL: But you are not comparing like with 
like. You are trying to compare two different rates which are 
of two different types on two different bases which have been 
approved by the Board, 

MR. FRAWLEY: That is not the aspect we are 
discussing at all. We Simply point out that there the 
railway is prepared to move some kind of freight for 300 
Miles for 45 cents, while in the mountain differential 
traffic they charge 51.04. The question will arise, and 
the Commission will want to investigate whether that 45 cents 
does return these out-of-pocket eopenses. 

MR. O'DONNELL: There is no use putting up straw 


men just to knock them down. My friend did not compare like 


With like. 
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THE CHAIRMAN: You are Settingup as a fact that 
this 45 cents is a competitive rate? 

MR. O'DONNELL: Yes. ‘Two different things. 

THE CHAIRMAN: Does it violate the principle of 
these competitive rates which Mr. Walker get up? Very well, 
Mr, Sinclair. 

MR. SINCLAIR: 2, Mr. Ewer, at page 8, the eighth 
line from the bottom, you say that in Manitoba, Saskatchewan, 
and Alberta ".... low rates on their major industry are 
maintained in return for a gift from the national domain 
(in Alberta and British Columbia) to the railway." 

Does this refer to the Crows Nest rate? 

A, That is right. 

Q@ I suggest to you - and will you correct me if I am 
wrong - that the subsidy involved in the Crows Nest Pass 
agreement was a cash subsidy from the Dominion, and that there 
was nothing from British Columbia or Alberta involved in that 
agreement. Is that correct? 

A. I will accept your statement of it. There was no 
land grant tied up in it. It happened before I was born, so 
I would not know it. 

Q. All right. Now, if you will turn to page 8 - ana 
you are dealing there - I won't take the time to read it, but 
in the paragraph just before the summary - it is taking quite 
a bit of time, but I would like to say to the Commission and 
to Mr. Ewer that I am sure that if he goes into the subject 
of grants, land grants and other grants to the Canadian 
Pacific, and matters of that sort, he will find that we have 
earned them in full measure, and are still earning them full 


measure. And I would like to say that that language is just 
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more than extravagant. But I Will ask Mr. Ewer to turn his 
attention to the Summary that he has theres and he Says that 
the carrier should be required to publish through international 
rates, or probably rates to border points. Now, this is a 
matter which has been before the Commission a number of times, 
YOu would agree, would you not, that the Board could not 

force United States carriers to become parties to through 

rates established by the Board of Transport Commissioners? 

A, Yes, our phraseology is unfortunate there 2 wid 
admit that right off. 

Q. Failing the jurisdiction of the Board or any Board 
in Canada, no Canadian constituted body has jurisdiction over 
through rates, has it? 

Ma Not :over through rates; that is pied ah ie 

Q. Failing that, you ask the Board of Transport 
Commissioners to force the railways to establish 
appropriate portions of the rates? 

A. I did not say "force" anybody. I said that the 
railways should be required to publish, 

Q@. Oh, I may have used a bad word. I am sorry. 

You say: Would be required? 

A. To publish appropriate proportionate rates to 
border points. 

a. Does that not mean that Canadian carriers, Tadling 
concurrence of their United States connections, would have 
to accept all the loss? By that, I mean, the difference 
between the combination on and off the border, and the 
through rate, which would be a proportion, and leave the 
United States lines with their full proportion? 


A. You are assuming a yardstick for the through rate. 
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I am not Saying it. 1 would feel that if we go into the 
United States, and if you are not able to JOin ans through 


rate, your American connections will not join; it should 


to the border point and fing Our way from there to 
destination. 

Q. Otherwise we would have to take the full loss? 

A. No, not necessarily the full loss; but @ think it 
is appropriate that there Should be Something, 

Q@. Whatever reduction was made? 

A. The Canadian railway would have to take it, 

Q. And it would not be able to Spread it? 

a whet 16 Tigho. Te they reach a point where their 
connection said: No, we won't have any part of its then 
some assistance should be provided, 

THE CHAIRMAN: This paragraph aca for 3 
reduction of rates but for a publicatinn of rates. 

MR. SINCLAIR: A through rate, we can Say, on 
principle, is at a lower basis than two combinations Of locals, 

THE CHAIRMAN: But it would not be a through rate 
in the second portion of this paragraph. 

MR. SINCLAIR: It is an alternative, quite so; 
but the effect becomes - it is probably on a through rate, 
Or not having jurisdiction Over a through rate - 

THE WITNESS: The same as if it was a proportion of 
a through rate, You do publish a proportion of rates 
baaticularly inbound, but not so freely in the Opposite 
direction, 

MR. SINCLAIR: Q. It is a matter of concurrence 


between the carriers involved, and the fact that there is 
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no international Jurisdiction, We have had experience 
where our efforts to reach certain justifiable markets have 
been hampered because we could not get either a through rate 
Or a proportionate rate to the border, 

THE CHAIRMAN: Q. yoy Mean? markets in the United 
States? 

A. Yes, and it is for that reason that that thought 
has been injected here for the Commission's consideration, 

Q. Does it follow that a proportion of the rate from, 
det us say, Vancouver to the border, and further on into the 
States, would be less, or would it be greater than the local 
haul? 

MR. SINCLAIR: It would be less. If there ig 
objection to a combination of the two local rates, and you 
are going to ask us to publish a proportionate rate, then, 
ipso facto, it is less. 

THE CHAIRMAN: It would be less than if the 
transportation was to Stop at the border? 

MR. SINCLAIR: Yes, And we Say that the effect of 
it is to put the whole burden on the Canadian railway. 

MR. SINCLAIR: Q. Now, on page 9 in your final 
Paragraph, is it your view that the Board of Transport 
Commissioners have given effect to the raalway 's views,/nave 
failed to give effect to the Shipper's views? Is that what 
the paragraph means? 

A. Mr. Sinclair, I think, after looking over the Board's 
Orders, judgments and decisions for quite a number of years, 
I have reached the conclusion that there have been times when 


the carricr interest predominated in determining the decision, 
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Q. You have Studied all these Board orders” 
A. No, I have not studied them. 
And looked at what hag happened, and analysed 
the facts? 
SF Travelling a Lopper the time, you have a LOG: GS 
do besides this ease if work, but that is the impression I 
have gained Over a period of perhaps twenty years -- T do 
not say in everyucass, but TD have Sained the impression 
that perhaps the Shipper interest is not as well presented 
as it might be, maybe our interest -- in fact; I am quite 
Sure it could be much better presented than I am able to 
PYESent i164 
You are altogether too modest. 
A. But I do not think that could affect the Board's 


determination of the Justness of the case that the Shippers 


present. 
Q. It does not, Mr. Ewer, it does not. 
Q. Well, I am glad to have your assurance. 


Ae I am glad to be able to give it to you. Now, 

would you mind looking at your Appendix B? 
THE CHAIRMAN: Q. You were asking us to recommend 

that the Canada R ilway Act be amended: 

pos Mr. Chairman, if I may inject at this point, there 
isa factor in American railway legislation which we do not 
liave, and that is that over there if the Interstate 
Commerce Commission finds that the carriers have estab- 
lished a rate which is subsequently found to be unjust and 
unfair and unreasonable, as from 2 certain date they make 


the new rate retroactive and they award to the Shipper a 


refund of the charges which exceeded what they have now 


found to be a just and reasonable rate. We should have a 


i _ ’ r ' . / "7 7 . 
Be ol Roe NE stay! ice tah y Bho <yeuaniaien ie 


t. tdominntes -+ sovaidueith: TUNG, ELAM. eet! re as ; 
abe cecal DAOe eaterene ashe tele sine ee 


it eae” 


« 


é talento ay — Serr etieay : - 


ion atondsy dartis  béwedt cael gels Jomroe. Toa eens aa 

PAGGANe : Goto ayo ORO: BET s Soe Bes aae ANTE Loree ESAS EB: 

Tanesexyen 

sae ewansee PUIEeN. NM PeeMEBBON ST 7P | a 

_ CORR PORS FOG OPE CF! being Low cep % 

int SAT oOTe eg ver igcee. sige, ad Sel aaeegea TY one i 

2 SEs wp avenge © “sneer eau a ROL OER wey paul § 

MRNAS “Py Seuss | Bee ofswowey oC -SeAMREAMOIEE hl 

. hAbneis wd PGA eee EO. shee oy sgvid 
he eet SyQ aRGs 7h cunhi! seam Toe “aorrepre hatelD eM oe 

PME OLS SSE TO OPO Ee 2: Sl eee et eA a ao pOay re. 


SURone taal GE) amend seame thay waa “Rete a 


<' 


TRI Re Svat AS Sheet ot kethh BoE: ssteetaa cine: SOT SD | 
oS ARGH Boho Oe? oe tepemieie tid once eda ns “Bet 
BS: YOR RIAD yy? SEED, ROT = x aS Rao sero Mines sy 2 Ate 
HAG SHS itt oo ers Vand ihe wn os 
iT, SYS - Raw cade iktieenye cto ite nepraty. sid, liseli Usri 
wise itpeite 3¥ al Leno eon hese Abdert, ‘edt fed 


ie 


= 2076 = Mr. Ewer, cr-ex 


Similar position, we feel, in Canada. 
MR. SINCLAIR: Q. That is the quéstion of repara- 
tions is what you are now dealing with there? 
A.Reparations, PISHt . 

MR. SINCLAIR: That is a big subject, Mr. Chairman, 
and the time is getting on. I could ask Mr. Ewer many 
questions, but I am sure that I have noticed another brief 
that is coming forward, and we will have the opportunity of 
dealing with it then. There are matters of Suspension of 
rates and other matters, and the difference in conditions 
between the United States carriers and our own, that will 
be gone into at another time. 

THE WITNESS: tr t may, Mr. Chairman, there is 
another factor. It has been my experience that the Board 
of Transport Commissioners is not as ready as is the | 
Interstate Commerce Commission to initiate investigations 
on its own behalf with regard to rates and other transporta- 
tion matters, and there are some Subjects, irrespective of 
the Act, which the Board tells the Shipper are without its 
jurisdiction: 

MR. SINCLAIR: 4. Well, there is one point there 
that you have raised, Mr. Ewer. The Board has full power 
under the existing legislation to reise matters on its own 
behalf and to go into matters on its own behalf? 

A. It does not often do go. 

9. But it has the power? That is the point; that 
is the question. 

A. But it never exercises it. 

Q; Never: 


A. Well, perhaps not never, but infrequently -- let 


us put it that way. 
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Q. But it has the power: That is the point I am 
“making. 

wae tae! Fane. olay. 

MR. SINCLAIR: 

There are 2 number of matters on this appendix 
that I think should be drawn to the attention of theC om- 
mission. I will just mention them, and not deal with 
them by means of asking Mr. Ewer questions, because I 
know that your technical Starr, Sir; will te checking this 
Schedule, because there are a number of corrections that 
I think should be put on. 

THE WITNESS: Have [ made some mistakes 

MR. SINCLAIR: For instance, I think that I should 

say the competitive rates in the east have been increased by 
39% . 

THE CHAIRMAN: Where ig that referred to? 

MR. SINCLAIR: Well, for instance, you see,he 
makes comparisons. It SayS right there, "These figures 
are exclusive of 21% increase." ‘That is after Grimsby, 
Ontario, to Quebec, Vancouver to Banff, ete. He says 
these figures are exclusive of 21% increase. What I 
em pointing out is, that is quite correct, but in the west 
these figures with the 21% increase should be compared to 
the figures in the east with the 39% increase, because the 
eastern rates were increased, being competitive, were 
increased 21% and an additional 15%, therefore 39%. 

THE CHAIRMAN: An additional what? 

MR. SINCLAIR: 15%. They were competitive rates, 
and were increased. For instance --- 


THE CHAIRMAN: You mean the competitive feature 


was removed or lessened? 


MR. SINCLAIR: No; there was an increase of 


15% in addition to the 21% on these eastern rates, they 
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being competitive rates. 

THE CHAIRMAN: The 15% was added to the competitive 
rate 

MR. SINCLATR: Compounded on the 21%, to make a 
total of 30g, Now, on that comparison at the bottom, 
I would just like to state -- I know Mr. Ewer will be glad 
to have this corrected -- for instance, this Chatham, 
Ontario, to Woodstock, N.B., that rate has been cancelled 
and the rate now is 85 cents; Similarly Chatham to Moncton. 

THE WITNESS: Still a4 shade low, Mr. Sinclair. 

THE CHAIRMAN: Instead of what? 

MR. SINCLAIR: 50 ig there now. That was a 
Special rate that hes now been cancelled; that igs Chatham 
to Woodstock, Woodstock to Moncton. 

MR. FRAWLEY: Is the 85¢ an all-year rate? 

MR. EVANS: No, that is e seasonal pate 

THE WITNESS: They have both become 85, have 
they,Mr. Sinclair? 

MR. SINCLAIR: Yes. 

THE WITNESS: They still show a disparity. 

MR.SINCLAIR: And also Chatham to Yarmouth; that 
becomes $1.05: Windsor to Middleton, at the top of the pate: = 2 

THE CHAIRMAN: Where igs Chatham to Yarmouth? 

MR. SINCLAIR: That is the second one theres that 
is $1.05. Some of these are C.N.R. points, and I am sorry 


I have not -got the figures. Chatham to Truro, Nove Scotia, 


has also been cancelled. 
THE WITNESS: They are subject to correction, 


Mr. Sinclair, wherever I have them wrong. The best 


material I had was what I have used. 


MR. SINCLAIR: Quite so, quite so. 
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MR. FRAWLEY: There ig the 45¢ a8 against the 
$1.04 right there. 

MR. O'DONNELL: The Same dd reason. 

MR. SINCLAIR: That ig all, thank you very much. 

THE CHATRMAN; Any other questions 

MR. O'DONNELL: NGS, My, Tora, 2a might just ask 
a few, 


CROSS-EXAMINED BY MR. O'DONNELL 


Q. . AS a matter of fact, Mr. Ewer, my information is 
that not only were some of these rates increased 39% -- that 
18, 21 plus 15 -- but in some cases they were increased 


even more than that in the east? 
A, We have had a similar experience in the west. 


Q. 20U Are not alone, then, because they had it in 


u 


the east too. 


A. That is one of the cases where you treated us both 


Q. Furthermore, these rates on Appendix B at the 
bottom of the page, in so far as the eastern rates are con- 
cerned, you are aware, are you not, that they are water- 


compelled or motor truck competitive rates? 


A. We are not denying that, Mr. O'Donnell: we are 


Simply setting them up there to show. 

) . Well, I am simply indicating that they are mk 
not comparisons of like and like, becnuse they are based on 
an altogether different set-up. 


4. Well, an eastern rate and a western rate, if you 


like, are not like and like. 


Q. Not on a mileage scale or anything that is com- 


parable? 
A. Our whole point is that these rates in the east 
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evidently do not produce sufficient comp2red with our rates 
in the west, on you would not have been cut here looking 
FOr 21%. 

Q. That is another matter. 

A. All right, it is another matter. 

Q. I don't think you have gone far enough into it 
to know that, as a matter of fact. 

A. You might be Surprised. 

Q. Well, in any event, you did know two years ago 
when we were out here that these other rates in the middle 
ofthe page that you have in the bracket with the X on them 
were motor truck competitive rates; you remember that, be- 
cause in volume --- 

A. Where are these? On Appendix B, the first page” 

Q. Kelowna to Banff, comparison with Hamilton, 
Ontario, to Pembroke, and Vancouver to Banff as compared 
with Grimsby to Quebec; you remember those 

A. Yes. 

Q. In facet, you put them in your brief at that time, 
as I remember it, indicating, as you said, what motor truck 
Competition has done for the eastern Growers, as indicated 
by the following examples, and then you gave the very examples 
that you have in Appendix B that I have just mentioned? 

A. Whet is the general burden of our presentation, Mr. 
O'Donnell, if you have been able to ferret that out? 

Q. Pardon me? 

What is the general burden of our presentation? 
I am not interested 


A. 
Q. I am not interested in that; 


in anything but asking you 2 few questions. 


A Only on that basis can I tell you why these are 


in here. 
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Q. Well, if you wish, I have no objection; you are 
quite fre to go ahead. 

A. We attempt to show that the west is under certain 
distinct disadvantages, and that as a result of those dis- 
advantages or preferences elsewhere we are paying higher 
rates than we should. 

Q. FRat is 4 conelusion that you jump at? 

A. No, I am not jumping at it. 

THE CHAIRMAN:Q. I Suppose the disadvantage you 


refer to here is the lack of truck competition -- ig that 
right -- Kelowna to Banff and Vaneouver to Banff? 

A. The difference in rates, Mr. Chairman, is 
reflected -=- 


Q. Mr. O'Donnell Says that the lower rates in the 
east are caused by truck competition. 
A. We will concede that, but the point --- 


Q. And you say that here you have no truck competi- 


A. Correct. The point I suggested to you a little 
earlier, Mr. Chairman, was that becnuse of those abnormally 
low rates we in the west are Standing under the burden. 

THE CHAIRMAN: I know the inference you draw, yes. 
MR. O'DONNELL: Q. All I am asking you, Mr. Ewer, 
is to agree with me that what you said two years ago 
concerning these two rates which you compared, two eastern 
rates with two western rates, the comperison that you made 
is not of like and like, in that the eastern rates are 
motor truck competitive rates, as you said two wears ago, 
at page 8568? 
A. I agree with you. 
Q. Thank you; that is all I have in mind. Now 


% (aotinn Tr Green ‘ibhaan 32 st I 


cetnwes, 0% we 


on Ye, 


mictdos Salter op canw art 27 ot ‘beheate si 
rf Mofo Cheyer a ea Bette Pee (Romer whee tb 3 
' dere Bee teeny oT 4W iqureea te eboumotntg 2 steal ; 
+ hbgeda on. aad ae a 
775 Gig, feu oni - tau toned P Bl seat “2 - 
: ti TS Suiquuh fon we F . OM, ; 
2 VEeetD Mis Cevgoeye | HrWANsraho SH? 
. g Pogtoo Wok [9 NDAD. amo: al sxe 
Hn ) seviccihW Bae “TSa6s ot enweiot 
5) rele <-y hay ae Sodew rt st oot 
| -+~ apdoo lier” 
a. fu vol oe dead aves DOBRO’ O . aM Vv 
LIsqnee Honest Yd Hears eis wae ; 
iting Coy dd ,7 te Abeohoew Li tw ev A 
MOIS 90 298 Moy saad 2nd) wae ‘oo EA oe 
ao, ot 
‘aoe 
of 
oa ~sgtonann TL. watoe oat . Tooy108 ~f } ; 
Aee Os IO Seureed Jade bar qrinets ud aN eas 
ae * oft ysiew wihaece ote dew oben aw aednt i 
g «we 5 ‘Sonoita: Sas. wena: 7 :WAvMAT AND anv. 
owe Birive L JiA ’ ekiligeme ro a « AM 
BY enshy, OWS Bice goy dae Sand Si figiw gecge of 4 
‘Twas cue »Seisgaco wit Aotre set, ows sesdd antives 7) 
Woy led? toaltssamme edd swig Motssw out tw nods 
T2 ether avésese of? fence a ,UTL fas sat Bo Jaw 
Stroy ss LOM OC Mm, .9 Ag toy sah eta ite owes 
raed 
(weN tw songs I. if 
wow 


fart al Sve tke et deat ; tang uaoet © 
a Nn : ; : ce X oe 


~ 2884 — Mr. Ewer, er-ex 


would you go back to page 5 of your brief, and I would ask 
you if the same Situation does not prevail concerning the 
comparisons you gave of the rates from Grimsby to these 
verious points in the east and the rates from Kelowna to 
the other points mentioned at the top of p2ge 6. Are 
not the rates in the east from Grimsby to Montreal, North 
Bay, Cochrane, Fort William, St. John, Halifax, weter 
competitive rates? 
MR. FRAWLEY: Cochrane? 
MR. O'DONNELL: Q. Except the Cochrane one? 
A. You notice, Mr. O'Donnell, they are express 
rates. 
Q. Yes, that is true. 
fs You have got thet. 
Q. Yes? 
A You do not suggest to me that cherries move from 
Grimsby to Halifax by motor truck or by water? Not to 
Halifax, not eleven hundred miles. 
Q. Well, there is the influence Of water or the 
motor truck? 
There cannot be. 
Available? 


There cannot be. 


A 
Q 
A 
Q. There cannot be, in your view? 
A No. 

Q Well, that's fine; all right. 

A You don't move cherries that way,unless they are 
hardy variety of cherries that they grow in Ontario, 
Well, they have Ontario cherries that move by 

truck, do they not? 


A. Over limited distances, yes. 
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Q. Maybe to Montreal from Grimsby 

A. Possibly Montreal, yes. 

And that is one of the rates you give? 

A. A dollar. 

Q. Well, if the trucks are willing to take it for a 
dollar, do you not agree that the railway could, if it 
Were getting its out-of-pocket ma ary contribution towards 
its overhead, take it if it wished? What is your view 
on that 

A. My suggestion is that it cannot be getting its 
out-of-pocket. 

Q. But you have not looked into it, and you do not 
know? 

A. Well, that is what you say. 

Q. IT am asking you, have you looked into it and do 
you know, and are you asking the Commission to believe 
that you know what you have just said? 

A. No, but I am putting things on the record here 


which the Commission may, if it thinks it worth while, 


investigate. 


Q. Iam just asking you if you have looked at that 


u 


rate and if you know‘ 

A. No, but --- 

Q. That is all I am interested in; we need not 
quarrel about it; you and I are good friends. 

A. Just a minute, now. If Mr. Ham and Mr. Martin 
had told us when they were out here in April that this 
was the rate they were publishing there, do you think we 


would have agreed to these rates that they published for us; 


Oy Whose rates? 


¥ 


A. On the next page, $2.20. 
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Q. Well, I don't know what you and Mr. Ham said 
at lunch or anywhere else, 

A. Because Mr. Ham and Mr. Martin kept us in the dark 
the same as the traffic department does sometimes. 

Q. Well, we are in the broad daylight as far as I 
am concerned here, and not in. the dark st 81]. Io am just 
asking you if you would not agree that you heve not looked 
into this. 

Bio I will agree to that; after all, I have a bOG oF 
other little chores to ao. 

Q. hae if. 3812 right; I am not reprimanding you for 
it; I have a few others, too. Now, there is one Other 
thing here; you Spoke of some blanket rates a while ago? 

A. Right. 

Q. And I took it from what you said that the fruit 
Growers had found these blanket rates were something that 
were very interesting to you: 

A. We are very alarmed that they have just torn the 
blanket up here. 

Q. Well, that is something I am not interested in 
going into, but you did think that the blanket was of use 
and you liked it? 

A. No question about it, no question about if. 

Q. Righe. That. is. just what I thought you would 
say. My next question to you, then, is as to whether op 
not that is not an example of a factor in rate making and 
of a rate which is based on something Strictly other than 
mileage; some of our friends have said here that the rate 
Should be mile for mile so much. 

A. We have not said that yet, have we? 


Q. Not you, but some other people. 
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A. We don't know much about it, but we have never 
Said that yet. 

Q. You would agree there that that is an instance of 
a rate which was based on Something other than strict 
mileage? 

A. There were other factors, of courses; there must 
have been. 

Q. Well, you egree that there were other factors in 
rate making than the mileage factor, don't you. 

As ASG6Y aii <<< 

Q. Welt, don't Foie a= because some people app2rently 
aS NS’: 

A. Well, do you think that we do not? 

Q. I am asking you, and I don't think you do, s6 
Just say you don't or Say you do; say whichever you please, 
but let us have it on the record so that when we gO away 
Six months from now we will remember what you said by reading 
ae: 

MR. FRAWLEY: How many months? 
MR. O'DONNELL: Q. TI would like you to give me an 

answer on that. 

A. All right, go ahead and state it again. 

ys Just answer. 

A. State it again and I will answer. 

Q. There are cases where rates are made on bases or 
& basis of other than e strict mileage basis 

A. Very definitely. 

Q. Many factors may enter into the basis or the reason 
for a rate other than the mileage’ 

A That is elementary. 


Q That is what I thought you meant. but I wanted it 
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On the record, Now, referring to page 6 of your brief, 
foam just Soing to ask you, So far as the Canadian 
National Railways is concerned, if you would give the 
Commission an instance or instances of what you have said 
are widespread instanceg of departure from this principle, 
the Principle being that every item of traffic carried 
Should be compelled to pay the full out-of-pocket cost 

Gale Bags) movement; will you Just give the Commission one 
instance, or as many a8 y3u can think of, where the 
Canadian National Railways has departed from this prin- 
Ciple to which you refer’ 

MR. BRAZIER: Mp. Ewer said he did not have the 
examples here now; he has undertaken to supply the 
Commission with them. 

MR. O'DONNELL: That 18 quite 417 PIENt.« if ne 
eannot say --<« | 

MR. BRAZIER: He has said already he cannot say now. 

MR. O'DONNELL: He gsniq that with respect to the 
Other rates. He may not have 19d the Oar tia instances, 
but I an asking if he has got the C.N.R. instances. i 
assume that when he wrote it he ad Something to warrant 


it, and I am merely agking = =—= 


THE WITNESS: Your assumpv.ion is entirely 


Bree es t 
MR. O'DONNELL: Then if you will be good enough 
to let us have that, we will be glad to cheek into them 


and see how far we have departed and what the facts are. 


A. Go ahead. 
Q. You think we have departed; that is where we 


will leave it. Now, at page 7, Mr. Ewer, you make a 
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reference to costly canals, and to the faet that the canals, 
for which the people of western Canada helped to pay, you 
now find are used ag an argument for low freight rates in 
the territory served by the facilities. In your exper- 
ience, in your knowledge of rate matters, are not the 

rates to and from Fort William on points in and from 
western Canada influenced by water competition, and does 
not western Canada in many instances ibenefit by the fact 
that these canals are Where they are in the St. Lawrence 
River? 

A. Well, after cAINER Ia pit course, my interest chiefly 
is fruit and vegetables; they do not move lake and rail, 
do they? 

Q. But then you have not restricted it quite to 
that; you have been very general in this, and you have 
Said that the people of western Canada now find that these 
canals or this water ig being used as an argument for low 
freight rates in the territory served by the facilities: 

A. Loo fitid. ie, | 
Have you looked into that one? 


That is what my railroad friends tell me. 


2 rs fe» 


But you personally have not looked into it? 


A. All right. 
Q. Now, I just read this to you and ask you what 
your view is with respect to it; this is an extract from 


a judgment of the Board of Transport Commissioners con- 


cerning this very subject. 


Q. At page 62. 


A. When: 
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ai The judgment of the 30th of March, 1948, putting 
into effect the 21% increase, where the learned Chief 
Commissioner said a8 follows: 

"Lower rates in eastern Canada are compelled by water 

competition, combination of water and motor truck 

competition, as well as rates established by the 

United States lines, particularly so far ag export 

and import traffie is concerned. The water competi- 

tion extends throughout eastern Canada from its eastern 

coast to Fort William and Port Arthur. These com- 

pelled lower rates have resulted in benefit to western 

Canada for the reason that traffie moving between 

eastern and western Canadian points obtains the benefit 

of such lower eastern rates for the portion of the haul 

within eastern territory, with the result that rates 

to and from points in westerm Canada far removed from 

the water obtain the advantage of the compelled rates 


for the eastern portion of the heul." 


A. That is what the Chairman says. 
Q. Do you disagree with him? 
A, I do not necessarily disagree with him,but I do 


not have to subseribe to it either, do I? 


Y. Well, you have not looked into it and do not know, 
and he has; fair enough? Leave it at that? (No 
answer) . 


Q. Thank you. Then this Appendix B, Mr. Ewer, of 
your brief -- you do not mention there, do you, rates 
from Western Canada to eastern Canada compared with rates 
in the opposite direction? You just give it the one way. 
Do you not know that, for example, in the case of shipments 


Of apples, carloads, from the east to the west, as compared 
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with a shipment from the west to the east, the east pays a 


higher rate than the west? 


A. No, the east does not. 
2 Well. Tt will Just ask you this one: Kelowna to 
BOVCULO SSE 


THE CHAIRMAN; Pardon me: how far west? 

MR. O'DONNELL: Kelowna to Toronto, my lord. 

THE CHAIRMAN: From Toronto? 

MR. O'DONNELL: Well, I will take it from 
Hamtlton to Edmonton. I have one comparison: Hamilton to 


Edmonton, 2039 miles, the rate is Sis 02., 


(Page 2891 follows) 
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MR. FRAWLEY: What is this on? 

MR. O'DONNELL: Apples, carloads from Kelowna to 
Toronto, 2,440 miles, the rate is $1.82, You are aware of 
that one? 

THE WITNESS: Yes, but you do not Ship any apples 
to Edmonton. 

MR. O'DONNELL: I don't know. I am asking you if 
you are aware of that rate which is there for anyone who 
wants to ship. If the eastener wants to Ship west he has 
to pay a higher rate than you do shipping east. 

THE CHAIRMAN: Kelowna to where? 

MR. O'DONNELL: Toronto. 

THE WITNESS: If you had figured Toronto to 
Kelowna he could not have reached Kelowna because of the 
rate, 

MR. O'DONNELL: Q. You do not have apples shipped 
to Kelowna. I will agree with that. You ship them into 
Nova Scotia, and the rate permits you to get into Halifax, 
It is so fair to the western Shipper in that case that they 
can get right into Halifax and undersell the Nova Scotia 
apples, 

A By reason of the superiority of the preduct. 

Q That is something I will leave to Mr, Covert to 
defend. The fact is I have bought Okanagan Valley apples 
Tight in Halifax. 

A Yes. 

Q The rate allows you to do that. 

MR. FRAWLEY: You bought them for the record, 

MR. O'DONNELL: I bought them for the record, and 


I bought Moir's chocolates for the record. You can get 
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them for the same price here as you do there. 

THE WITNESS: I qo not deny that. 

MR. O'DONNELL: Qs L am pointing out that in 
Appendix B you do not give many rates the other way, and 
I wondered whether we could not agree, 

A Subject to the limitations of our material we have 
given what we have, 

Q That is fine. You gave us all, and that is all yOu 
can do. 

MR. BRAZIER: Mr, Ewer has been giving rates on 
Which traffic actually moves, 

MR. O'DONNELL: That is PLEHt . 

MR. BRAZIER: You are giving other rates. 

MR. O'DONNELL: He does not deny that traffic can 
move from Hamilton to Edmonton. 

MR. FRAWLEY: If you can find any Hamilton apples 
in Edmonton I will give them all to you. 

MR. O'DONNELL: Q. Again in Appendix B, the lat 
last page, Chatham to Thetford Mines, 45 éénts. You 
want to compare that with the rate from Mission to Fernie? 

A What does the 45 cents become now? 

Q I don't know because you did not put it in there 
and I did not bother to check it up. I am Simply 
indicating that it is a motor truck competitive rate 
again, 

A All right, I am not questioning the basis of these 
You know from my story what I am trying to say on 


rates. 


the record about these rates, and the Commission knows 


what I am trying to say. 
Q In my respectful view you cannot compare anything 


Fa 
a Dy oy 


- 
i ( 


y | . 
f= ae Rae 


. 
y i 
ee 


AY 


Me, Yan 


stra sctt wovier qitae ove ee ob wo x 


Trane oF 
wr | atee sare Bivey. 9M sertt pale Ria 


ayaa ow La iap stem ae ¥0 suptiattmks ont oF Joe, dee nts 
ever, hal dat ove 


fm tie ef sedt-byp , hfe oy ovng atc¥ ET ~ Jog 9 


Wy oy Spe 


i cogs aoey A, ned wee ewe a8. oe A aM 

avon YE Leuton obwid a i 
iain ef tod? cMHOG) O° ie a 
| seeder feria’ nL yt NOX” 1 HATSAM |, a ae ' 
“a0 4) 9ee9 a? yesh 2 nobh off wiiamod?s | AY? nt aaa 
MutramhS of notiimed ee 
1sSe0o Ne! Laas 6 GHP? Wes yoy tt - 1 ¥RIWARY aM ’ | at 
¢ O28 [fa meet sytg Lf I -ndapekby at 

‘ef iit € kihaesne, at TheOMA oD nLisamoato- » aM : . 
wey wrtign <? —eenle 0" ort?.. 68 fa.xid tt) ‘waa ss 
(oimuse? gf coitekin wort egen alta Yietw dene! prtincgitoe ov aah 
WO sihowt, Sate eY edd BS6h Yann oi fh 
eet? Aidit dea dog bee vey yatioad wort o*hob I) 9 im 
yigeba me 1 .ge J) Mead of Sedted fom” bith ? bas. 
9322 MI Meaymic teri sasen 2 et dt Jat galisste 
7 b 7 sie 7 
OWS Zan mm ‘I Liter ITA A | 
Siti voots em mod? Bed) uaqy | : 
OM neh Dn Rito Days eke. modi, Saee Iudde* bored 
ee ot aunved med 
tlds MLR THO 6 Le aoG | ete wen twhdepgent salted o 


el , 2 ree i sortase 


a 


an LJ + :) 
6 seh te vv Wei” hig Re 
i 
- : 
y ‘ Ley _ He 
So. peepee os bar » 


- 2893 - Mr .EWER, Cr-ex, 


except like and like to gat a proper comparison. 
A That is your view. 

MR. FRAWLEY: It is difficult to restrain oneself 
when my friend -- 

MR. O'DONNELL: Don't restrain yourself, Yow 
have not yet, 

MR. FRAWLEY: My friend has said So often that 
we can only compare like and like, Probably that woulda 
be so if we were before the Board of Transport Commissions 


ers. They would point to case 8, and X, Y and B, 


We are now before this Commission, praise the Lord, 

and we will quote thege rates, We will call attention to 

these comparisons, We will compare unlike with unlike, 
MR. O'DONNELL: This does not get us very far, 

but I heard my friend use the expression "like with like" 

for two years solidly. 

MR. FRAWLEY: That was something else again, 

MR. O'DONNELL: This is another one, too. 

Q At page 8, Mr. Ewer, the second sentence in your 
summary, you say: 
"That departure from the basic scale to meet 
competition of other forms of transportation, or 
afford wider distribution, should be sub ject to 
specific authorization of the Board of Transport 
Commissioners. 
You have a commodity rate on fruit published to eastern 
Canada that is lower than the class rate, is it not? 

A Right. 

Q From British Columbia. Is it your idea that rate 


sould have been subject to specific authorization by the 
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Board before the railways coulda Give it to you? Is that 
your view? 
A No, that is not Wiat Bays 
Q That is as I read Lote 
A We start off and Say first of all that there 
Should be a basic class and commodity scale throughout 
Canada. Assuming that the Commission in its wisdom recom- 
mended that policy to the Board, it would not take us 
terrifically long for the railroads to set up a new basic 
class and commodity scale, and the various other related 
rates. Thereafter adjustments would have a yardstick in 
front of them, That £8 algel an Saying. I am not Saying 
that every time we want an emergency adjustment we have to 
wait while it goes through, 
Q You would like to get that “ies hurry before the 
fruit goes bad, 
A Because there would be a yardstick which would 
indicate what you could do or should do, 
Q You would like to be able to get that by going 
to the railroad and making an arrangement to get it without 
too much delay? 
A I was in Victoria th other day. 
Q You heard what was said in Victoria. Do you 
agree with that? 
A Well, the answer is that I do not, 
Q The answer is patent that you do not, 
A And that is not what this visualizes. 
‘a Not that particular one, but a little further on; 
you do not think that business should be retarded and 


delayed by forcing the shipper and the railway, or either 


; ata eee hs, 
«yee I Cette tem ek dey ait: fe oa 
-_ ad 
wth Beet 2 qe ed) aah abies 
ny 
Sone Sart Lhe Sm tab gee Soe NO taeda ge A a 
BGG ssigintel Y steve ED Limon bas aan Lo: Stead & adh bhwecke 


oRSoon egtuie eee al ce kraeod sag tasid Bateaveee mS 
‘ay 92s? Go Glau GE . bacco act ot Yello -Baes pein 
BGS Wt o gu tee oF ehagvitay etd 48> Seo leew ete 
Petalen Gorto gueheoy sa5 bre , 2feo8 wehbomuen bre geote 
Af Hote pinay & svad fivow SInSsMTeuL De VOT ieeteatT ae et 
Suryek von me Lo .gatyes me I fip ef cent mead Ye dpaat : 
G!? ood aw foemtaukbs yodextose ag draw ew omké yieve gad? ‘ 
iguornhs agen df ollpw état 
ie aicted vrs o ab tedg 9% Of SHEL bivow NOY g 
bed 49e@ 42009 
Davey Woidw Meldebasy 2 ed bigow Viots gaiesge A 
bh Clevo oo of blues voy tary ae BO thee 


Boe Yd jets say of wikis od of oft bivew gor g 


et 


oie D2 here eh ammgnerse me ater bas Asonlsen oat agt 1 
Seadab cove oad 

sYed tanto ote HEIOTROLY at aa i A 

oe eer iv mi ots Sew swedw pasad goY p 
. Rians wth bw ong 

thea ai Tk steet 2 ewe arg el bew wh 
ten wh Key, Gert inte et sewéas 2A 2 


ae 


 o2Sihewelw mit thew thet sadd eA fa 
citer, WSgheeee® ap eee KT & ot on ellseieepeg tered -sbat 5 ine 
Mite vaditinosther salt Hilts aes veinniniae eu? pines. an EPH 


“AGO Re “ag Amie Prone cert Spr oe eerie tole eet “Baloael Oe em 


-2895- Mr. Ewer, cr-ex, 


of them, to go to the Board and ask for approval every time 
the shipper needs a rate, Yay prefer to let the business 
be done? 

A But I believe there should be mechanics which 
would prevent the carrier being carried down in Yegard ts 
his rate beyond a point at which it was even remunerative, 

Q I agree with you there, 

A You know there are instances when pressure has 
come into effect there, 

Q I have asked you about that and you will not tell 
me one instance, 

A I will get you some. 

Q aHat 28 all Pignt. AS and when you do we will 
look at that from another point of view. In the meantime 
I want to be clear that you do not agree with the proposal 
put forward in Victoria that -- 

A I do not agree with the terms, just how they 
develop it. I will go along with you, and let us save 
time, 

Q Do you think that the present system is fair 
enough on that basis, that by negotiation between the rail- 
roads and the shippers you get a rate under the ceiling 
that suffices? 

A Under the ceiling is not good enough. You are 
very fond of that ceiling. I am not. I would rather have 
a floor. 

Q All right, under a floor, between the floor and 
the ceiling, 


A wa Wa 
Q All I want to know is whether you want to tie the 
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railways up so that they cannot do business with you 
without going to Ottawa when you come to them and ask for 
a rate? 

A And I exert so much pressure that you get down 
below the cost of operation. 

Q I do not want you to ada that at this stage. I am 
trying to find out from you whether you agree with the pro- 
posal which is in the extract of brief presented by Mr, J. 
E. Brown at Victoria, and which reads: 

"It is here Suggested, therefore, that before a new 
rate is initiated or an ola rate changed, particularly 
of the commodity or competitive type, the railways 
Satisfy the Board of Transport Commissioners of the 
hecessity and profitability of any such proposed 
rate." 

I simply ask you do you agree with that? 
A I think you are making more out of that than is 


necessary. 
Q I am reading what it says. 
A You are making more out of that. 
Q Do you agree with that statement or do you dis- 


agree? I am not here to try to force you to agree to it « 
You are a shipper of experience. 
A There awe practical mechanics in all these things, 


are there not, and you and I would devote ourselves to the 


practical mechamics. 
Q Right. 
Certaimly. 
You wou.ld like it simple and flexible? 


It couldi be a lot simpler. 
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no to the proposal I put to you? Do you agree or do you 
disagree with the extract I have read? 

MR. BRAZIER: It igs hardly fair to put that to 
the witness, 

THE CHAIRMAN: [I think you have proceeded far 
enough with that. 

MR. O'DONNELL: All right. If he does not choose 
to answer -- 

THE CHAIRMAN: We have reached the point where it 
does not matter as to that particular answer. 

MR. O'DONNELL: I do not think it does either, 

Q With regard to the proposal that railway carriers 
be required to publish through international rates -- 

A I explained that, did I not, to Mr. Sinclair? 

Q You may have explained certain aSpectseofiity ci 
want you to explain another aspect to me. You know that 
the railways publish through rates on fruit? 

A Oh, yes. 

Q To the eastern United States markets. 

A I do not imply here that I do not know that, for 
Soodness sake, 

Q You do not say anything about it, ana I wondered 
why you were silent about it. You know that they do, and 


F Will: léave it at that, 


A Just a moment; you are leaving it at just the 


wrong place, 
Q Then you say anything more that you want to, 
A We have through rates to certain parts of the 


United States, but I am referring to the parts where we 


have not and cannot get them. 
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Q Ad ers cht. 
A Do not try to read into my evidence what I have 
not said. 
Q fham not trying to do that. I am trying to get a 
fair answer to my question. 
THE CHAIRMAN: Your question was whether or not 
there were not through rates to the eastern United States? 
MR. O'DONNELL: That is mien. 
THE CHAIRMAN: Q. Do you know whether there are 
or not? 
A Wesenjoy thatsjuWe enjoy through rates to the 
whole area that can be reached through North Portal, 
Saskatchewan, the whole of the eastern United States to 


Jacksonville, Florida. 


Q But you have not such favourable treatment in the 
west? 
A If we want to reach California that is another 


proposition. If we want to reach Colorado it is another 
proposition. 
MR. O'DONNELL: / Will you not agree that the Amer- 
ican Carrier has something to say on that? 
A As to the through rate. As I said to Mr. 
Sinclair, we rather were carried away when we said that 
through rates should be published because naturally you 


have got to have concurrence. 


Q You have got to get the other fellow to agree, and 
if he will not agree we cannot give the rate? 


A Yea. 
Q That is all right. With regard to one of the 


Statements you make in the summary, you are aware, are you 


not, that the railways have published commodity rates on 
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apples from British Columbia to western Canada to assist 
the growers in marketing crops when emergency conditions 
prevail during certain seasons? 

A Oh, yes, 

Q Do you suggest that the railways should consult 
the shippers in eastern Canada before taking any such 
action as that? 


A I do not think that is patent in what I say. 


Q I am just wondering -- 
A Where are you reading 2G? 
Q I am not reading it from anything you wrote. I am 


reading it from something I wrote, and I ask you if you 
feel that we should consult Shippers in eastern Canada 
before giving you that concession in western Canada? That 
is all I am asking. 
A I do fot say so. 
Q I did not think you would. Thank you very much, 
THE CHAIRMAN: Are there any more questions ? 
MR. COVERT: I have a few questions I should like 
to ask. 
THE CHAIRMAN: Will they take long? 
MR. COVERT: I think it will be about ten minutes 
or so. 
THE CHAIRMAN: Well, we will begin anyhow, but 


we may have to adjourn before you go very far, 


EXAMINATION by MR. COVERT: 


Q Will you turn to page 3 of your brief. It woula 
appear that under normal marketing conditions your export 


market had been steadily increasing until you reached 
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nearly 50 per cent, Somewhere between Ho per cent and 50 
per cent of your crop, and that originally your main 
export market was the United Kingdom, and when you lost 
that you developed a United States export market. The 
question I want to ask is whether you consider that your 
Canadian market is the most important market that you have? 

A Yea, it is’ the backbone of our deal, 

Q You regard the merican market as fairly -- 

THE CHAIRMAN: ‘The Canadian market is the important 
one? 
MR. COVERT: Yes, 

Q You regard the American market as a pretty unstable 
market. I inferred that from page 3 of your brief, 

A If they had a large crop of their own and prices 
were low we would be effectively shut out. 

Q I think you referred to arriving at that market 
by virtue of a round-table agreement between the Canadian 
and United States apple producers. I wonder if you could 
tell the Commission exactly how that is arrived at, 

A Well, I have never attended one of those confer- 


ences. 


Q They get together and do they allot certain 
quotas? 

A It almost amounts to that, and yet the subsequent 
marketing position would determine whether we availed our - 
Selves of that quota, and in more than one year the market- 
ing situation has been such, either favourable at home or 
unfavourable there, that we did not reach the agreed quota, 

Q And do the agricultural agencies of both govern- 


ments meet annually to do this? 


Page 2900 follows 
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A. Withthe shipper interests it is an annual 
arrangement subject to the conditions which are expected 
to prevail in that Season. 

al (Dh eee5 Now, Have you a breakdown of your 
Canadian market? 

A. It depends how detailed you want it. I have 
brought some Statistics with me. 

Q. Yes, 

A, What was your thought? 

Q. What I wanted to arrive at was where the main part 
of your Canadian market was; was it in the prairies? 

A. The figures I have here are 1947, if you will 
accept them, in approximations. I give them to you: In 
practically 5 million boxes of Canadian distribution, we 
put 2 million boxes in Ontario, Quebec and the Maritimess 
SOQ we put 3 million boxes in western Canada, 

MR. FRAWLEY: Q. Could you break down that 3 
million without too much trouble. 

A. Yes, it is barely 3 million, but for this purpose 
4% is sufficient, 

MR. COVERT: Q. It is about 60 per cent of your 
market? 

A. Of the 3 million boxes, 810 thousand were for 
Alberta, 748 thousand were for Saskatchewan; practically 
642 thousand were for Manitoba; but those Manitoba figures 
by reason of the fact that our Winnipeg office serves 
Port Arthur and Fort William - those Manitoba figures include 
Port Arthur and Fort William, also Kenora and the points 
in between. In making up that, roughly, 3 million, there 


are some 600 thousand in British Columbia markets. Does that 
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suffice? 

22 Yes. That Was, approximately, what I wanted, 
Has that, Senerally, been what is sometimes called out here 
a market pattern, that about 60 per cent is sold in the 
west and 40 per cent in the east? 

A. IG varies d6ein. ) The eastern apple crop will 
have a bearing on our ability to avail ourselves of that 
market. 

Q. I suppose when the Annapolis Valley lost its 
United Kingdom market, that would have some effect, would at 
NOt; onthe Canadian market? 

A. That had some bearing on the quantity of our 
apples that went into Our market, although I would Say 
to Mr. O'Donnell that it was the higher freight rate that 
aie 2%. 

THE CHAIRMAN: We Shall now adjourn Wiad 


tomorrow morning. 


Bee S45 p.m. the Commiseion adjourned to meet again 
-row, Wednesday, June 29, 1949, at 10:30 a.m, 
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